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Basic industry makes 
giant strides in Latin America... 
swells development to ‘‘boom” 
proportions. 


Clouds of dispute still 
shroud US-Panama relations, but 
solutions are predicted. 


Santiago, a city for the con- 
noisseur of cities, works out own 
variant of what it is to be Ameri- 
can. 


Colon Free Zone revives 
rich trading tradition as history of 
commerce comes full circle in Pa- 



















aye 2 
as 


Xochimilco Floating Gardens 


Nothing can give you a 
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CHILE 


.. . The fever has shot up again in 
Chile’s relentless battle with what 
seems to have become a case of chron- 
ic inflation. Prices on essential imports 
such as sugar, tea and coffee, gasoline 
and wheat continue to climb while in- 
come from exports slides perilously. 
In less than a year and a half, the value 
of the Chilean peso has dropped by 
41 percent. 

Compounding the inflationary spiral 
at home has been a drastic price drop 
in the international market of copper, 
Chile’s principal foreign exchange 
earner. Pegged at 50 cents a pound 
last year, copper in past weeks has 
been getting only 27 cents on the Lon- 
don market. Each time the metal drops 
a penny it represents a loss of 
$6,300,000 in income to Chile. The 
seriousness of this decline is obvious 
in light of the fact that the govern- 
ment has been relying on income from 
copper sales for 70 percent of its ex- 
penditures. Production of nitrate, 
Chile’s second biggest export item, has 
also contributed to the financial spill 
by taking a 10 percent plunge in the 
first quarter of this year, Added to 
these economic blows have been floods 
in the north and severe drought in the 
country’s agricultural south, plus a 
rash of labor problems which have led 
to extended, crippling strikes. 

Squeezed by this two way bind, the 
government of President Carlos Ibanez 
has been able to muster up only some 
stopgap ‘measures, i.e., lifting govern- 
ment subsidies on several staple items; 
increasing allotments for needy fam- 
ilies. 

Part of the government’s difficulties 
in pursuing a vigorous anti-inflation- 
ary program stems from a Congress 
heavy with oppositionists after last 
March’s elections. Besides this, many 
of the congressmen, up for re-election 
next year, are nimbly watching their 
political p’s and q’s. As a result, the 
unpopular but effective Klein-Saks in- 
flation-halting program has bogged 


down in oratory. 

Meanwhile the government denies 
rumors that it plans to slash imports 
drastically, that tax collections will 
move up, that the country is on the 
verge of bankruptcy. Out of all this at 
least one rising figure is making politi- 
cal hay. Senator Eduardo Frei, the 
first official candidate in the presiden- 
tial elections due next year, opened his 
campaign with a speech that called for 
“a firm and well-ordered policy of re- 
Sstrictions and saving on a long-term 
basis closely coordinated with a vast 
plan of economic development. . . be- 
cause Our present situation, our scar- 
city of capital and the world situation 
foreseeable in the next 10 years cannot 
leave us any illusion that we shall not 
suffer constantly some of the dis- 
equilibrium and inflationary pressures 


which we can dominate only through 


the greatest austerity and complete 
economic transformation.” 


ARGENTINA 


. Voices of shock and dismay 
still echo in the wake of the latest— 
and strongest—manifestation of Ar- 
gentine nationalism to make the head- 
lines since the fall of Perén: expropri- 
ation of a European-owned power 
company. 

Many businessmen and industrialists 
in Argentina and abroad were not so 
much jolted by the nationalistic act 
itself. Nationalistic tendencies have 
been a part of the Argentine national 
personality for so many years that 
when it takes concrete form now and 
then it comes as no great surprise. 
What has left many stunned by the 
franchise cancellation of the Com- 
pafiia Argentina de Electricidad, larg- 
est in the country, was that the act was 
authorized by the moderate, middle- 
of-the-road provisional government 
of President Pedro Aramburu. 

In announcing that the “nation” 


OUTLOOK 


would assume control of the utility’s 
installations, which supply power to 
Buenos Aires and environs, the gov- 
ernment charged that the franchise 
under which the Belgian company 
has been operating was fraudulently 
obtained. This referred to an agree- 
ment of 1936 which extended an orig- 
inal 50-year concession for an extra 
40 years—until 1998. With the 1936 
concessions annulled, the company’s 
original franchise expires this year. 
Within days of the government an- 
nouncement, provisions were made to 
take over the giant utility and an ad- 
ministrator was appointed. For good 
measure the government decree also 
warned that another foreign utility, 
Italian operated, should not expect to 
have its concessions renewed after ex- 
piration in 1962. ; 

For the moment no American fir 
was directly affected by this resurgence 
of nationalistic action, although one 
major power utility operating in Ar- 
gentina is a subsidiary of the United 
States’ American and Foreign Power 
Company. But warned one executive 
living in Buenos Aires, “Today it’s 
Belgian and Italian investors who suf- 
fer; tomorrow it may be German or 
United States investors.” 

While some factions in Argentina 
applauded the expropriation act as a 
great “national victory,” others smelled 
a political herring because the govern- 
ment announcement came a few days 
before the much debated and critical 
election for a constituent assembly to 
reform the national constitution, But 
no observer was following events more 
closely than the foreign investor. For 
a country desperately in need of for- 
eign capital, it seemed to him that Ar- 
gentina was using the wrong approach 
to attract it. 


. . - No industry is closer to Ar- 
gentina’s nationalistic heart than petro- 
leum exploitation. In this field the 
rights of the state are jealously guarded 
from any foreign infiltration, although 
the ‘national monopoly to date has 
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proved woefully inadequate in tapping 
the country’s reportedly enormous oil 
reserves. As a result Argentina has to 
dole out over $200 million of its 
meager dollar reserves annually for 
petroleum imports. 

Now the state monopoly (Yacimien- 
tos Petroliferos Fiscales) is faced 
with some “sub-nationalistic” feelings 
in its own backyard. Two of the pro- 
vinces where exploration has been 
planned turned down the YPF con- 
tract because it “was incompatible 
with the interests of the province.” 
With the bold example set by these 
two provincial governments, it has 
been predicted that others will follow 
suit. And the nationalistic YPF finds 
itself, ironically enough, in the awk- 
ward position of the foreign ‘oilman 
who seeks to drill in nationalistic Ar- 
gentina. 


BRAZIL 


. . . Granting of a $10 million 
United States loan for the develop- 
ment of Brasilia has added new sub- 
stance to the much talked about new 
capital of Brazil. 

For years it has been a dream of 
many farsighted government officials 
and civic planners to move the coun- 
try’s federal capital away from the 
congestion of Rio de Janeiro. The 
site where the new city will be erected 
is inland and high in the state of 
Goias, in the heart of the nation’s 
watershed. Here with a moderate 
climate and limitless room for expan- 
sion, Brasilia ‘will be able to thrive. 

Prospects opened by the construc- 
tion of an entirely new city are mouth- 
watering. Businessmen, investofs, con- 
tractors, merchants, industrialists, 
salesmen, professional men—all can 
look to a new guaranteed market for 
their goods and services. 

With the loan from the United 
States, negotiated through the Export- 
Import Bank, Brazil will buy machin- 
ery, equipment and materials essential 
to the first step in the city’s devel- 
opment: roads and houses. Already 
prairie lands where Brasilia will rise 
are being cleared. Pilot plan for the 
future capital is the creation of famed 
Brazilian architect, Lucio Costa. His 
design of the city earned him the one- 
million-cruzeiro ($70,000) first prize 
in an international competition. 

President Juscelino Kubitschek has 
taken over the “Brasilia” undertaking 
as one of his pet projects—and has 


been the subject of criticism for it. Op- 
ponents say that money needed to con- 
vert Brasilia into reality (about $230 
million) would be much better in- 
vested in schools, hospitals and roads. 
But the persistent and energetic Kubit- 
schek is pushing ahead despite adverse 
comments. His goal is to be able to 
turn over the government to his suc- 
cessor in the new capital. The date: 
1961. 


VENEZUELA 


. . . A five-and-a-half-mile long 
bridge worth nearly $100 million has 
been added to Venezuela’s long and 
impressive list of civic projects. Al- 
through the modernistic bridge of pre- 
stressed concrete will span oil-rich 
Lake Maracaibo at its narrow bottle- 
neck, it still will be one of the longest 
bridges in the world, 

Designed by Italian engineer Ricar- 
do Morandi, who claims to have built 
more than 100 bridges in Europe, the 
span will end thriving Maracaibo’s 
isolation on the far side of the Lake. 
Construction contract was awarded to 
a Venezuelan company which will 
build in combination with a German 
firm. Traffic is expected to flow across 
the span by mid-1960. 


BOLIVIA 


. Oil has been stirring up much 
discussion here too, only for not the 
same reasons as in Argentina. With 
Bolivian hopes for recovery and future 
economic stability pinned heavily on 
the promise of petroleum production, 
Bolivia is chafing under the restrictions 
of an agreement it has with Brazil for 
joint exploitation of a 8.6-million-acre 
reserve in eastern Bolivia. But Brazil, 
whose state oil agency has dragged-foot 
on its domestic industry, has not been 
able to explore this foreign option. 

Bolivia, currently being wooed by 
numerous foreign producers as a re- 
sult of liberal oil policies approved last 
year, now wants Brazil to get busy on 
its part of the 1938 bargain or let 
someone else move in. Reports are that 
at least one American outfit is inter- 
ested in the tract—an outfit which 
would immediately start paying ex- 
ploration taxes of two to five cents to 
Bolivia once it picked up the conces- 
sion, 


For the time being Bolivia is asking 
only that Brazil cede its rights on half 
of the agreement reserve. How oil-con- 
scious Brazil will react to this request 
has oilmen watching closely. 


COLOMBIA 


. Plans to settle aging com- 
mercial arrears abroad and to bring 
stability to Colombia’s rocky economy 
gained momentum with the granting 
of an $87-million loan by the Export- 
Import Bank and ten other United 
States banks. 

The loan, $60 million of which was 
put up by the Ex-Im Bank, will be 
used to liquidate the backlog of debts 
piled up by Colombia with United 
States banks and exporters during the 
erratic days of ousted president Rojas 
Pinilla. To insure that the same eco- 
nomic fiasco does not recur, Col- 
ombia’s new government has taken 
some preventive steps. Imports are be- 
ing restricted, the foreign exchange 
market has been freed and efforts have 
been made to halt the inflationary ex- 
pansion of bank credit. For good 
measure, Colombia also has arranged 
a standby credit of $25 million from 
the International Monetary Fund. 


MEXICO 


. . With great fanfare Mexico City 
and New Orleans ushered into reality 
a project both cities had nursed along 
for 11 years: direct air service be- 
tween the two. Eastern Air Lines’ 
southbound inaugural flight marked 
the first route to become airborne 
under a long-awaited United States- 
Mexican air agreement finally signed 
last March. Other new routes will be 
Chicago-Mexico City and the rich 
New York-Mexico City nonstop run. 

Eastern’s Mexican counterpart on 
the New Orleans run is Aeronaves de 
Mexico, which also got the coveted 
nonstop route to New York. The 
Mexican airline expects to begin its 
service about mid-October. Probably 
until the first of the year it will offer 
only tourist flights, since it considers 
its present equipment inadequate to 
compete at the first-class level with 
Eastern’s luxury aircraft. By next year, 
however, after delivery of the first of 
three ordered turboprop Bristol Bri- 
tannias, Aeronaves will announce first 
class flights. 








VOCAL HANDS 


In the July edition of LAT- 
IN AMERICAN REPORT 
we carried a story and pic- 
tures that featured Luis Mo- 
rales Gomez, ex-Minister of 
Finance of Colombia under 
fallen strong-man Gustavo 
Rojas Pinilla. An observant 





try’s troubles, at the same 
time that he spoke of its di- 
lemma. 


Use of the hands in con- 
versation to help the speaker 
convey his thoughts is a fas- 


cinating characteristic of Lat- 








reader has called to our at- 
tention the expressive manner 
in which the youthful (39) 
financial wizard, when inter- 
viewed by LATIN AMERI- 
CAN REPORT, told with his 
hands the story of his coun- 





ins everywhere. It reminds 
me of a proverb that I once 
heard quoted in Mexico: 
“Cut out my tongue and I 
should remain able to speak; 
but cut off my hands and I 


should become mute.” 
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THIS MONTH’S COVER: 
above Santiago de Chile, sunbathers bask 
in shimmering Andean sunlight around 
Hotel Carrera’s rooftop pool. (Courtesy 
of Pan American World Airways.) 
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BOLIVIA 


Gold and Tin Mining 


Proposal: To purchase necessary 
equipment and machinery needed for 
the efficient exploitation of a tract of 
land with proved reserves of tin and 
gold ore. Capital required: $60,000 to 
$70,000. Sponsor of the proposal, who 
holds the deed to the land, wishes to 
enter some sort of busingss-like ar- 
rangement with prospective investors 
to begin immediate extraction of the 
minerals. Returns to the investor 
would come from the operation’s net 
profits, of which the landowner pro- 
poses to keep 55 percent for himself. 

Background: The concession is 
roughly 300 acres of mountain land 
located about 12 miles from La Paz 
in the traditionally mineral-rich Andes 
of Bolivia. Running through the prop- 
erty is a stream which is dry in the 
summer. In the upper part of the con- 
cession there is a natural lake whose 
waters would be very useful to ser- 
vice the refining mill and the camp. 
The terrain itself is alluvial and about 
80 percent rocky. Part of the equip- 
ment needed is to separate useful ore 
from this waste material. 

Outlook: To test the productivity of 
his tract, the sponsor conducted ex- 


A 
























perimental samplings over a period of 
six months on a very limited scale and 
with a minimum of modern mining 
facilities. This produced nearly two 
tons of ore which yielded 2,653 pounds 
of tin, demonstrating that its concen- 
tration is about 67 percent. The same 
samplings also produced 780 grams of 
gold. All these results have been of- 
ficially listed with the Mining Bank of 
Bolivia. The mining area is accessible 
by road and there is a nearby source 
of electric power. These advantages, 
plus the high mineral yield and the 
fact that only surface mining is needed, 
leads the sponsor to calculate that 
modern mining methods used in dig- 
ging to a depth of only 4.3 yards 
should amount to about $2.8 million 
in net profits over a working period 
of 80 months. This is figuring sales at 
prevailing prices for tin and gold. 
Greater returns may be anticipated 
merely by expanding the capacity of 
the refining mill or by deepening the 
area of excavation. 


ICE CREAM PLANT 


Proposal: To expand a soft drinks 
and refreshments business by install- 
ing necessary equipment for the man- 
ufacturing of several types of ice 





cream. 

Capital desired: $6000, to be ne- 
gotiated either as a direct loan or as 
participating investment. Payment to 
be effected over a three-year period at 
a rate of interest agreed by the con- 
tracting parties. 

Background: The sponsors operate 
a soda fountain in La Paz where they 
sell a variety of refreshments produced 
mainly by themselves. They have ap- 
proximately $5000 invested in their 
business to date. The desired invest- 
ment would serve to expand their 
business through the purchase of ice 
cream making machinery in the United 
States to add a new line of goods to 
their present inventory. Their place of 
business is ideally located on a princi- 
pal thoroughfare of the capital city of 
La Paz, across the street from one of 
the larger movie houses. 

Outlook: This appears to be a 
worthwhile proposal for a small in- 
vestor who is not seeking jackpot re- 
turns on his money. This sort of busi- 
ness is reasonably constant and thus 
the investment risks can be considered 
minimal. The sponsors offer several 
sound business references from La 
Paz banks and are prepared to put up 
a piece of property valued at $7000 
as collateral for the loan they seek. 
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IN THE NEWS 


Man to Watch: 
trooped to the poles in last March’s 
congressional elections, they brought 


When Chileans 


to the fore as a 1958 presidential 
prospect a scholarly 46-year-old law- 
yer and father of seven, Senator Edu- 
ardo Frei Montalvo. Now Senator 
Frei has announced his candidacy. 
Slightly left of center politically, Frei 
hopes to attract the working masses 
without antagonizing powerful con- 
servatives. Chileans are attracted by 
Frei’s moderate philosophy of social 
improvement, his ability as a con- 
vincing speaker. A second event en- 
hancing Frei’s possibilities in the pres- 
idential race: merger of Frei’s Falange 
group with the Conservative Social 
Christian party to form the new Chris- 
tian Democratic Party, modeled along 
the lines of Italian and West German 
Christian Democratic movements. So 
far events appear to bear out a Chilean 
newspaperman’s observation that 
“there is something of a mystical feel- 
ing developing around this man Frei.” 


Strengthened Hand: When in- 
augurated President of Bolivia last 
year, 42-year-old Herndn Siles Zuazo 
embarked on a program of stabiliza- 
tion for his poverty-stricken nation, 
achieved notable results. But by this 
June there were ominous signs of 
trouble. Labor, under leadership ot 
Juan Lechin, demanded an end to 
stabilization, a round of crippling 
wage hikes, even threatened a general 





_ Hernan Siles 
Wins a labor contest 
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strike. Recently heartened by a show 
of popular support for his program, 
President Siles quietly conducted a 
coup within his own National Revol- 
utionary Party, brought about repudi- 
ation of the party’s National Political 
Committee controlled by Lechin. 
Hastily following up his victory, Siles 
clinched the left-to-center shift, named 
18 militant middle-class representa- 
tives to the party’s national leader- 
ship. With Lechin’s Central Labor 
Organization still threatening a strike, 
the president won a second important 
victory, secured a promise by the 
strong National Union of Railway 
Workers not to support the strike. 
Without rail workers’ support, ob- 
servers predicted the strike, if it came, 
would not be a success. 

Disruptive Influence? From 
exile in Barcelona, Spain, former pres- 
ident and strongman Laureano Gomez 
says he is preparing to return to Co- 
lombia. Some see in G6Omez’ return 
ominous portent of trouble. As Presi- 
dent of Colombia before now-fallen 
dictator Rojas Pinilla forced him into 
exile in 1953, Gomez throttled the na- 
tion’s freedom, ruled in clerical-au- 
thoritarian tradition. Representing on- 
ly the extreme right segment of the 
Conservative party, still he remained 
even in exile the Conservatives’ strong- 
est leader. Last year in Spain Gomez 
signed with Liberals a pact of co- 
operation against the menace of Rojas. 


The two parties then agreed on Con- 


servative Dr. Guillermo Leon Valencia 
as a presidential candidate to oppose 
Rojas. Some feared that Gomez, on his 
return to Colombia, may challenge Dr. 
Valencia’s leadership of the Conser- 
vative party. It will be interesting to 
note what influence Dr. Gémez’ re- 
turn may have on Colombia’s delicate 
political atmosphere. 

A Lott of Disquiet: — Brazil's 
War Minister, Gen. Henrique Teixeira 
Lott, has created a lot of disquiet in 
recent weeks, caused belief that a mili- 
tary crisis may be brewing. It was Lott 
who staged the 1955 coups to insure 
seating of constitutionally elected 
President Kubitschek, has since been 
reckoned by some “the power behind 
the throne.” Recently the general has 
run into ditficulties with the congres- 


sional opposition, has become increas- 
ingly annoyed with critics cloaked in 
congressional immunity, filed suit for 
criminal slander against newsman 
Deputy Carlos Lacerda. Last month 
the war minister, without President 
Kubitschek’s by-your-leave, sent ba- 
zooka-armed troops to raid the fort- 
ress-like home of the opposition’s 
colorful, cape-cloaked Deputy Teno- 
rio Cavalcanti, found three machine- 
guns and other arms. Opposition 
congressmen were quick to condemn 
the action, but hesitant to defend 
Tenorio. General Lott’s latest politi- 
cal strategy placed the opposition in 
an embarrassing position, but also 
cast a shadow over President Kubit- 
schek’s control of his war minister, 
set tongues wagging about the gen- 
eral’s personal ambitions. 
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Gladys Zender 
Wins a beauty contest 

The Beauty of It All: After 
some hard talking on the part of 
shaken officials, brown-eyed, brown- 
haired Gladys Zender Urbina, almost 
18 and Miss Universe 1958, finally 
got father’s permission to go on tour 
in behalf of the pageant sponsors’ 
products—on one condition: that 
mother go along as chaperon. As for 
movie possibilities, the lovely queen 
meekly accepted papa’s thumbs-down 
reply. The stern father is wealthly 
Peruvian industrialist Eduardo Zender, 
who believes in traditionally conserva- 
tive ways of rearing children. Gladys 
was educated at Santa Ursula College 
in Lima, plays the piano, likes volley- 
ball. As the first Latin American en- 
trant to take the prized Miss Universe 
title, shapely Miss Zender (36-2312- 
36, 5°6” and 120 Ibs.) will fullfill one 
great desire: to travel. 
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TARIFF TROUBLES STIR AGAIN 


Officially, Washington holds that foreign exchange needed by Latin America for de- 
velopment can be obtained through "healthy" trade; foreign private investment; and public 
loans from the World Bank, the Export-Import Bank and the International Finance Corpor- 
ation. State Department speeches promote trade as the best source of capital while De- 
partment spokesmen pridefully point out the Administration's liberal trade policy with re- 
gard to Latin America. 


But in Washington this month Latins had cause to wonder just how devoted the Uni- 
ted States is to the principle of free trade. The developments: 


---Committees of the Senate and House, with full Administration backing, were 
working on bills to increase the excise tax on lead and zinc, imported in substantial quan- 
tities from Mexico, Peru, Canada, and Australia. Other Latin countries exporting the 
minerals in lesser quantities: Chile, Bolivia, Guatemala, Honduras. 


---President Eisenhower asked international oil firms to reduce crude oil imports 
from the Caribbean and Middle East areas. 


---The White House was virtually ready to approve a Tariff Commission recommend- 
ation to restrict imports of tung oil from Argentina and Paraguay. 


The need for taking action to apply a tariff on copper was also voiced at Senate lead 
and zinc hearings. Chile's economic recovery program has already suffered a serious 
blow because of the mineral's failing price. Any restrictive legislation will peril it further. 


All these events had several Latin American diplomats deeply concerned, particular- 
ly when their nations depend on the export of products also produced in the United States. 
President Eisenhower two years ago rejected an increase in tariff on lead and zinc and 
Mexicans and Peruvians felt they had won the battle. But domestic pressures and consider- 
ations of national defense have since forced the Administration to bend. Current situation 
re lead, zinc and oil reinforces views held by many Latin Americans that the United States 
wants them to up production in times of crisis and then seeks to cut them out of the Ameri- 
can market after the storm. 


The lead and zinc industry in the United States employs a relatively small number of 
workers--about 16,000--and produces much less than half of the nation's requirements. 
However world surplus production has drastically dropped prices--zinc from 13 1/2 cents 
to 10, and lead from 16 to 14--and forced about a fourth of lead and zinc miners in the West 
out of jobs. 


In the face of desperate appeals from the Western mining industry, Secretary of the 
Interior Fred A, Seaton got administration approval for a plan to impose a sliding scale of 
excise taxes on the two minerals. For lead the tax would vary up to three cents when the 
price falls below 15 cents and for zinc it goes up to two cents when the price falls below 
12 1/2 cents. The domestic industry feels the tax is too small but is willing to give it a trial. 


Congressmen of all shades of opinion from the West joined hands in pressing for pas- 
sage of the legislation. It was subsequently introduced and considered by the House Ways 
and Means Committee and the Senate Finance Committee. Senator Gordon Allot of Colorado 
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said, for example, that he believes in the expansion of foreign trade and in the need to re- 
duce trade restrictions, but ''...it would be wise to urge the foreign producer of metal who 
wants to sell his metal on the American market to do so at the American cost of production. ". 


Senator A. S. Mike Monroney said: "Even though many of our imports come from 
friendly countries in our hemisphere whose interests we will continue to support when self- 
destruction is not involved, we cannot let our own mines go down the drain because of ill- 
balanced competition from even our best friends. "' 


Confronted with formidable opposition in both Houses, spokesmen for the foreign 
viewpoint made little headway. The Peruvan-American Association said that Peru estima- 
ted the measure would result in an income loss of $20 million. Peru earns $28 million a 
year from the minerals. 


Jean Vuillequez, a vice-president of the American Metal Company, which has min- 
ing properties in Mexico and Canada, placed blame for the plight of the domestic industry 
at the door of the United States government because it had tinkered with the market by 
off-and-on purchases for the stockpile. He said the result was an over-production of both 
metals and suggested the best solution "is to leave the market alone. "' 


Other witnesses pointed out that since 1950, the Export-Import Bank alone author- 
ized loans of more than $500 million for the development and processing of minerals 
throughout the world. Lead, zinc, and copper development loans amounted to $204, 537, - 
500 in that period. In effect, the problem boils down to this: The United States, fearful 
of a shortage of metals, has been urging other nations to increase their output. But now 
the United States wants them to cut back so that it can keep domestic production in business 
"for defense essentiality."' 


In the lead and zinc case the Administration put the burden of the decision on Con- 
gress. Inthe oil case the burden was placed on the companies. The companies were asked 
voluntarily" to reduce their imports of crude by 10 percent of the 1954-56 average. The 
Administration has been trying for months--with a let-up during the Suez crisis--to limit 
imports without imposing mandatory quotas or tariffs. Again one of the reasons for the 
restriction is the interest of national security. The Administration fears that the large 
volume of imports are tending to reduce exploration and production in the United States. 


AIR WAVES AGREEMENT BLOCKED IN SENATE 


For ten years the United States worked to reach an agreement with Mexico for assign- 
ing radio frequencies. Purpose: to provide protection against ruinous interference be- 
tween stations located in the United States and Mexico. Mexico wasn't particularly eager, 
but the United States was and United States negotiators felt they had scored a major coup 
in reaching an understanding. 


Recently Senator J. William Fulbright, as chairman of a Senate Foreign Relations 
Subcommittee, held hearings on the agreement. Strong opposition so startled Senator 
Fulbright that he told Federal Communications Commissioner Rosel H. Hyde that he saw 
no reason to take the measure to the Senate floor because he was sure it would not gain 
approval. Principal opposition came from the Daytime Broadcasting Association. It ob- 
jected to the fact that the agreement would freeze daytime broadcasting stations now oper- 
ating on seven Mexican clear channel stations to broadcasting only from sunrise to sunset. 
A disgruntled Hyde commented that it was the best agreement that could be reached and 
that further negotiations would be fruitless. 
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TRADE RENAISSANCE 
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History of commerce has come full 
circle on the Isthmus of Panama. Cen- 
turies ago, the Isthmus was the trad- 
ing center of the New World. Spanish 
galleons of the conquistadores sailed 
in and out of its ports laden with 
goods and treasure. But there came a 
time when the dread flag of skull and 
crossbones haunted Caribbean waters. 
Trade withered, and finally died. 

Now the rich trading tradition of 
centuries is witnessing a _ rebirth 
through the Colén Free Zone. Today’s 
trade rides on the silver wings of cargo 
planes and in the bulging holds of 
fast steamers, instead of in the galleons 
of old. In place of the gold and silver 
of the 16th century, the treasures that 
today cram Colén Free Zone ware- 
houses have names like streptomycin, 
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Colon Free Zone revives role of Isthmus 
as hemispheric hub of commerce 


terramycin, Volkswagen, Dior. 

The geographical advantage be- 
tween two great oceans and two great 
continents that made Panama a trad- 
ing center of the Golden Age of Dis- 
covery, promises a bright commercial 
future for the fledgling free trade zone 
at Colén. 

What is a “free zone?” 

It is based on a time-honored prin- 
ciple of commerce, called “entrepot 
trade” defined as warehouse trade, and 
which usually involves transshipment 
of goods. The Zone itself is simply an 
isolated enclosure without resident 
population and retail trade. It is lo- 
cated in or near a port of entry to a 
high-tariff nation. There, goods of 
all nations may be stored, repackaged, 
processed or manipulated in any legal 


manner and sent on their way without 
payment of national customs duties. 
It is sometimes termed a “breathing 
point,” a haven free from taxation 
where a businessman may set down a 
shipment of goods and arrange other 
disposition in case of a change in plans. 
It is a place where bulk cargo may be 
broken down into smaller lots for ship- 
ment to various individual destina- 
tions; where goods may be stored as a 
central supply to service orders more 
quickly and economically from cus- 
tomers in other countries; where goods 
may be refined, culled and processed 
for more economical reshipment. 
These advantages give the Colén 
Free Zone inestimable value for North 
American shippers who supply goods 
to the vast Latin American hinterland; 





Free Zone al Colén houses manufactured wares to supply a continent 
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Vice-President Niron sees Free Zone operations with Joseph Harrington, resident manager Charles Pfizer Corporation (left) 
and Manuel Duque, Zone’s general manager 


equally valuable are its services to 
Latin American businessmen and dis- 
tributors who find in its storehouses a 
ready supply without their having to 
maintain costly inventories of goods 
on their shelves. 

HEALTHY GROWTH. The Coldén 
Free Zone was set up by decree law of 
the government of Panama in 1948. 
It resulted from a study conducted by 
Thomas E. Lyons, executive secretary 
of the United States Foreign Trade 
Zone Board, at the request of President 
Enrique Jiménez of Panama. Lyons 
concluded that the free zone principle 
was applicable to Panama and recom- 
mended Colén as the preferred site. 
The Zone began operation in 1951 
with an initial appropriation of $300,- 
000. Shippers immediately were at- 
tracted by its obvious advantages. By 
1953, goods valued at $14 million were 
cleared through the Zone. The follow- 
ing year shipments jumped to $34 mil- 
lion and an additional $500,000 was 
appropriated for expansion of its faci- 
lities. The Zone operated at a profit 
for the first time in 1955, and in 1956, 
more than $35 million worth of goods 
moved through it. 

No finer location could have been 
picked than Colén. With a population 
of 60,000, it is the second largest city 
in the republic. Barely a half mile from 
the Colén Free Zone, Cristobal’s docks 
are the center of maritime industry for 
the Isthmus. Ships using the Canal 
make regular stops at Cristobal and it 
is a simple matter to transfer cargo 


from the docks to the Free Zone. 

Thousands of feet of warehouse 
floor space have been constructed in 
the 96-acre enclave of the Free Zone. 
Space may be leased for as long as 25 
years at rates ranging from 50 to 75 
cents per square meter. A firm, if it 
so desires, may lease ground at 10 
cents a meter and erect its own build- 
ings. Public warehouse space is avail- 
able at $1.50 per ton per month. Many 
of the warehouses are equipped with 
air conditioning and special dehumidi- 
fying equipment to combat the muggy 
climate with its 120-inch rainfall. (A 
local saying has it that everything 
which does not move, rusts—even hu- 
mans.) Special machinery is provided 
to take care of processing requirements 
for goods and raw materials handled 
regularly through the Zone. 

The Zone functions as an autonom- 
ous institution of the Republic of 
Panama. It is administered by a board 
of directors, numbering among its 
membership some prominent business- 
men. Manuel Everardo Duque is the 
Zone’s general manager, and has long 
been its most enthusiastic booster. 

Sales made from the Free Zone fall 
into four categories: 

—Goods for consumption in the Canal 
Zone. 

—Sales to ships passing through the 
Canal. 

—Goods for re-export to other coun- 
tries. 

—Goods for consumption in the Re- 
public of Panama (in the latter in- 


stance, subject to normal import taxes 
and customs regulations). 

SHAVES IN A HURRY. In contrast 
to foreign trade zones in the United 
States, which are set up specifically to 
attract and facilitate imports, one of the 
chief functions of the Colén Free Zone 
is that .of transshipment of goods. 
Transshipment is from air to air and 
ship to ship, and most important, from 
ship to air. Ninety percent of all goods 
processed On the Free Zone is repacked 
in smaller units, and one third of all 
goods handled through the Zone is re- 
shipped by air. A 50-mile concrete 
highway connects the Colén Free Zone 
with Tocumen International Airport 
near Panama City, 90 minutes away by 
motor freight. Tocumen, the major 
air junction between the United States 
and Latin America, serves eight inter- 
national air lines, including Pan Ameri- 
can World Arways with its spidery 
network of routes to the major cities 
of the Americas. Everything from 
antibiotics to autos can be sped by 
cargo clippers from the Free Zone to 
any part of South America in less than 
24 hours. Europe and the Far East, 
on the other hand, are only a relatively 
few hours farther away. 

It would be possible, for example, 
for a customer in Buenos Aires to be 
shaving with a razor blade nine days 
after it left a Boston production line. 
But, actually, it works even faster than 
that. Firms with Free Zone operations 
maintain several months’ supply of 
goods in their Colén warehouses. 











Goods in bulk quantities pour into Free Zone by sea 


When an order is received from a Latin 
American customer, it normally is fil- 
led from warehouse shelves and sent 
on its way by air within a few hours. 
The buyer receives his order promptly. 
His capital is not tied up for long 
weeks while he waits for surface de- 
livery. He is not forced to maintain 
top-heavy inventories On his own shel- 
ves, and his markdown losses thus are 
reduced. The Free Zone, in effect, 
moves the United States seller closer 
to his market so that he tan serve it 
better. 

There is the case of a Latin Amer- 





ican druggist who was able to get a 
government contract before he even 
had the goods he was contracting to 
deliver. Secure in the knowledge that 
Free Zone warehouses offered an im- 
mediate supply, the druggist figured 
his cost, added his profit and submitted 
his bid. When he won the contract, he 
simply turned around and put in his 
order for the required supplies to be 
delivered from a Free Zone firm. 
Firms such as Charles Pfizer & 
Company, E. R. Squibb & Sons, and 
Parke-Davis Inter-American Corpora- 
tion, Ltd. rent vast warehouses in the 





Free Zone, where they carry on their 
shelves as many as 2,000 different 
items, representing investments up- 
ward of a million dollars at any given 
time. 

Air-to-air operation is beginning 
to make itself felt at the Free Zone, 
in addition to the sea-air combination. 
Ball point pens, for example, are man- 
ufactured in Puerto Rico, flown to the 
Zone, and re-packaged for air delivery 
to customers all over Latin America. 
Pharmaceuticals play a big part in 
Free Zone operations. Weighing little, 
and of high value, they are carried 


Bulk lots are broken down and re-packaged for transshipment 


Latin American Report, 











economically by air almost anywhere. 
Recently a consignment of more than 
34,000 pounds of terramycin from the 
Free Zone was moved by air to Tokyo. 

Due to the Free Zone, Colén ranks 
12th, just behind Paris, on the list of 
Pan American Airways cities in 
amount of cargo handled. The Colén 
office’s revenue from cargo virtually 
is double that from passengers. In 
1955, for example, PAA reports that 
more than two million pounds of air 
cargo were generated by the Free 
Zone. 

ABSENTEE BUSINESS. Actually a 
firm does not even have to do business 
in Panama to take advantage of Free 
Zone benefits. The Zone administra- 
tion receives bulk shipments, breaks 
them down and dispatches the smaller 
units to various consignees, at the 
direction of the shipper, who may be in 
some other part of the world. 

Free Zone officials cite a case where 
a man made a handsome profit on 
an order he not only never handled, 
but never even saw. It involved an El 
Salvador merchant who ordered 1,500 
Japanese sewing machines from a 
manufacturer in Kobe, Japan, to be 
sent to him via the Colén Free Zone. 
While the shipment was en route, the 
Salvador merchant apparently found 
more profitable markets in other coun- 
tries. He ordered the shipment inter- 
rupted at the Free Zone and trans- 
shipped in individual lots to various 
other consignees. Zone officials ob- 
liged, charging him only the nominal 
commission for such services, 

The Pfizer company is a typical ex- 
ample of how a United States firm op- 
erates through the Free Zone. The in- 
ternational branch of Pfizer was one of 
the first to take advantage of the 
Zone’s facilities. One of the company’s 
avowed reasons for operating through 
the Zone is that it brings the firm 
Closer to its customers. Pfizer ships by 
air to Argentina and Central America, 
and by ship and air to the rest of Latin 
America. Company officials say it en- 
ables them to service in less than three 
days South American distributors who 
might not themselves have capital to 
maintain extensive stocks. Pfizer also 
sends most of its European cargoes via 
the Colén Free Zone to take advantage 
of low-cost warehousing there, and 
moreover, claims to effect a tax sav- 
ing in this way. 

Some 160 firms do business through 
the Colén Free Zone. The list, which 
already reads like a “Who’s Who” of 
international trade, is expanding rapid- 
ly. Many firms top a million dollars a 
year in Free Zone trade. Not only are 
the big companies of the United States 
well-represented on the Zone roster, 
but companies from England, West 
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Any pharmaceutical needed in Latin America may be found on the shelves 
of Free Zone warehouses 


To South America by air from Free Zone goes box of life-saving antibiotic, 


worth $17,000 
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Convoy of cargo leaves Free Zone for 50-mile run to Tocumen Airport and transshipment to South America 


Germany, Italy, Japan, Denmark, 
Spain, France, Canada and Latin 
American countries are making their 
presence felt in trade competition by 
availing themselves of Free Zone ad- 
vantages. 

DRAWING CARDS. If a free zone 
is to Operate profitably, due to its 
enormous overhead, it is necessary for 
it to have behind it a vast, active hint- 


erland as a trade and distribution area. 
In the case of Colon, this includes all 
of South and Central America and 
parts of the Caribbean. There also are 
other requirements necessary for de- 
velopment of vigorous entrepot trade. 
Colén possesses these in varying de- 
grees, and the Zone’s supporters are 
working to improve the weaker ones. 
Important among them is the factor 


of adequate international financial 
services, Available to Free Zone busi- 
nesses are the Banco Nacional in 
Panama City, Banco de Colén, Chase 
Manhattan Bank, the First National 
City Bank of New York, and branches 
of certain other foreign banks. Pan- 
ama’s currency is pegged to the United 
States dollar and there is little fluctua- 
tion. Moreover, there is no restriction 


Latin America’s major cities are less than 24 hours away from Free Zone bv air freight 
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Latin American Report, 


on the removal of capital and profits 
from the Zone. 

Another important factor is the 
availability of multi-lingual employees. 
Panama is largely bilingual. Clerical 
help is plentiful. There is an abundant 
supply of low-cost labor and labor 
trouble is virtually nonexistent. Taxes 
are an item for consideration. Firms 
distributing through the Free Zone are 
not subject to income taxes, or other 
taxes except for the payment of social 
security fees. Enterprises operating 
entirely within the Free Zone, with no 
other activity in the Republic, pay in- 
come taxes at rates about 50 percent 
below regular rates, and are guaranteed 
against future increases for the dura- 
tion of their contracts. 

As a base for business to conduct 
sales campaigns in Latin America, the 
Free Zone provides location for per- 
manent exhibits of products easily 
within reach by air of buyers from 
many countries. It also serves as head- 
quarters for sales forces operating 
throughout the trade area, at much less 
cost than otherwise would be possible. 

Although operating at a profit as of 
1955, the Colon Free Zone was set up 
primarily to help the general economy 
of Panama by providing more jobs 





‘As our Company has grown and 
made greater use of your facilities, 
the Port has kept pace. We have 
enjoyed the utmost cooperation in 
expanded facilities and advanced 
methods of handling. Your use of new 
techniques in handling green coffee 
has enabled the Port to keep costs at 
a reasonable level, a most important 
factor to our business today. 

“J. A. Folger & Company feels 
fortunate indeed to have such a 
capable and efficient organization 
form such a necessary and vital link 
in serving our Kansas City and 
Houston plants.”’ 


“Utmost cooperation ... 
expanded facilities... 
advanced methods of handling... .” 


That’s why Folger's has shipped 
via New Orleans for 36 years 


and trade, rather than as a profit-mak- ILE 
ing enterprise. Studies show that the eae os 
Zone also has been successful in these Raymond F. Hall 
other aspects. Traffic Manager 
Nearly 600 people are employed by 
the Free Zone administration, and of- 
ficials are shooting for a 5,000 figure. 
Others are employed by firms doing 
business in the Zone. More cargo mov- 
ing across the piers at Cristobal has 
given casual employment to many 
Colén laborers. Indirect benefits have 
been many. Free Zone firms purchase 





Each year, more and more shippers learn of the time-saving, 
money-saving advantages of the Port of New Orleans. Why 
not turn these advantages to your company’s benefit? 


Lower inland freight rates to or from Mid-Continent U.S.A 

Regular sailings to all world ports — nearly 4,000 last year. 
: : Fast, safe handling—lowest insurance rates in America. 

office bag ment and other Whi lies 4 Shipside delivery from 8 major rail lines, 46 truck lines, 

from Colén merchants. Local printing 50 b hi 

houses get considerable new business ' —— ; , 

from the Free Zone. The operation has Savings up to 50% on freight forwarding charges. 


Occasioned an increase in premiums Quick dispatch—no terminal delays. 
paid On fire and marine insurance, and VV Foreign Trade Zone #2 


cn personal insurance of employees. ; f : 
Foreign firms have introduced new VY Mild climate—year ’round operations. 
modern business procedures and 
trained hundreds of local employees. 
The overall effect has been to snow- 
ball the economy of Colén, and it came 
at a time when the community was suf- 
fering the worst depression in its his- 
tory. 

One may easily draw the conclusion 
that for the people of Colén, and for 
manufacturers, shippers, distributors 


Ship via 
and consumers throughout the Hemis- 
phere, the Colén Free Zone is indeed 


: happy arrangement. The unchanging PO RT OF 
f ie ; y 
tion of centuries, and the ramparts. | NEW ORLEANS 
tion miracles of the 20th century, com- U by) A 
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bine to promise a bright and expanding 
future for the Colén Free Zone. 


For full particulars about the competitive advantage New 
Orleans offers you, write: Director of Trade Development, 
Board of Commissioners of the Port of New Orleans, 
2 Canal Street, New Orleans, U.S. A. 
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PORTRAIT OF A CITY 


pucting? 


CULTURAL COSMOPOLIS 


Sprawled in a green-painted valley against an Andean backdrop 


It is sometimes said of Santiago 
de Chile that it is the most isolated 
city in the Western Hemisphere. Cut 
off from its neighbors by waterless 
deserts, insulated from the world by 
the towering Andes and wide Pacific, 
comely Santiago lives a secluded life 
at the little-traveled back door to the 
continent. As a city, Santiago has never 
quite made her peace with isolation. 
Perhaps this, more than anything else, 
is the key to the city’s character. 

Santiago has been likened to a ma- 
tron of provincial society who has been 
to Paris, and also to Philadelphia, but 
who has not quite forgotten her Basque 
and Catalonian extraction. Aspiring to 
gentility, she chose Europe as her para- 
gon, and in Europe’s shadow molded 
her culture. The culture so attained— 
and she did attain culture—is a ner- 
vous and self-conscious one at best. 

Chileans like to boast that theirs is 
“the Only truly white culture south 
of Canada.” But underneath the proud 
fagade there lingers a feeling of un- 
certainty and insecurity. The sophis- 
ticated santiagueno desperately wants 
to be assured that he is more cul- 
tured—more “civilized”—than his Lat- 
in American neighbors. He strives for 
foreign culture as the Mexican or the 
Brazilian seeks strength in his own. He 
occasionally admits that he feels lost 
because he has found no culture of 
his own strong enough to replace that 
which he borrowed from abroad. 

As a result of Santiago’s insulation 
from its Latin American neighbors, 
and its emphasis on foreign culture, the 
city is at once more European in ap- 
pearance and character and less Latin 
than most other South American cities. 
The visitor from the north finds that 
the santiaguefio speaks closer to his 
own mind than other Latin Americans. 
Chilenos are sometimes referred to as 
the English of South America. Indeed, 
because of North European mixtures, 
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they are often fair-haired, and in street 
dress assume the rather shabby appear- 
ance of provincial English. 

Like the gleaming silver buckle that 
adorns the wide belt of the Chilean 
gaucho, Santiago sits squarely at the 
waistline of the tall, lean nation of 
which it is capital. The city claims one 
out of every four of Chile’s six million 
people. In the Central Valley where 
nine-tenths of all Chileans live, San- 
tiago is looked to as the social lodestar 
of the ambitious. Santiago is both es- 
sence and bouquet of Chile, arbiter of 
that which is, and fomenter of -what 
is to be. 

EXPLORER’S DELIGHT. This gray 
European-style city with its narrow 
downtown streets and conservative sub- 
urbia is not for the novice tourist. It is 
rather for the connoisseur of cities. It 
is for the person who likes to wander— 
whose tastes can be stimulated by the 
small, carefully-tended and watered 
gardens, by the little alleys and byways 
of a city which grew slowly and com- 
fortably throughout most of its life. 
Here the guided tour is to be forgotten 
and the idle walk encouraged, so the 
visitor may stumble onto what the 
local resident affectionately calls the 
rinconcitos—the little corners of the 
city. 

Travelers have been heard to say 
that Santiago is the most beautiful city 
in South America. But it is a subtle 
beauty that only the practiced eye can 
see and appreciate. It comes partly 
from the city’s setting—the graceful 
sweep of the Andes in the background 
—the green-painted valley in the shim- 
mering southern sunlight—the myriad 
flowers that scent the breath of spring. 

But unless.the visitor looks for evi- 
dences of that cultural life of which 
the santiagueno is so proud, he will 
have missed an essential part of the 
city’s charm. If he looks he will find, 
for instance, that the Parque Forestal 
is not only a pleasant place to stroll 
along the shored walls that confine the 
excited waters of the Mapocho River, 
but that in summér it is the site of out- 
door concerts by the National Sym- 
phony. The neighboring Parque Gran 
Bretafia, né Parque Japonés, features 
recorded concerts five nights a week 
until the weather gets too chilly for 
al fresco listening. He will note that 
On local radio stations classical music 
is almost a drug on the market. There 
are often as many as tive or six choices 
to be made among Bartok, Haydn or 
Mozart. There are two series of live 
orchestral concerts during the winter, 
and enough recitals and ballet, and 
even chamber music, for contentment. 

Local composers, painters and sculpt- 
Ors are generally imitative of French 
styles, but with a growing appreciation 
of Mexican and Brazilian accomplish- 
ments. In Pablo Neruda and Gabriela 
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Facing the Presidential Palace, Plaza Constitucion—Santiago’s parade ground 


Mistral the country has two outstand- 
ing poets. But there are no indigenous 
schools—no strikingly local interpre- 
tations. Once again the observer must 
be expert, ready to appreciate the 
small difference, the little quirk, and 
not expect to reel before the shock of 
the exotic. Its flavor is to be savored 
by the sip and not by the gulp. 
Spanish-speaking visitors already will 
know about the excellent schools of 
novelists, short story writers and poets 
that have flourished in Chile since the 
last century. Gentlemen historians have 
contributed much to the understand- 
ing of their city and their country. A 
dozen or so experimental “little thea- 
ters,” fascinating in themselves, may 
well bring to Santiago a renaissance of 
the glory of the old Spanish theater. 
EUROPEAN FLAVOR: In artistic 
taste, in clothing and food habits, and 
even in politics, Santiago displays a 
solid and sometimes stolid European 
middle-class attitude. The political 
party structure, for example, is French 
in Outline, Western European in ideo- 
logical spread, and only incidentally 
Latin American in practice. Note the 
distribution of the major political par- 
ties: reading from right to left, there 
are Conservatives, Liberals, Radicals, 


Christian Democrats, Socialists, and 
illegal Communists, with splinter 
groups to fill in the chinks. Occasion- 
ally a personalistic flurry arises, as in 
the case of the election of incumbent 
General Carlos Ibafiez del Campo in 
1951. But party rule soon reasserts 
itself, as the elections this year dem- 
onstrated anew. Congress always man- 
ages to retain its basic prerogative as 
the ultimate policy-making body. 

Santiaguefos this year welcomed 
March by going to the polls like lambs 
and conscientiously voting for tra- 
ditional parties and moderate policies. 
They parted from March roaring like 
lions against an increase in bus fares, 
under the watchful eyes of patrolling 
soldiers. This is the Chilean counter- 
point: political democracy and econo- 
mic confusion. 

Despite a score killed and hundreds 
wounded in these demonstrations, San- 
tiago does not look like a city made by 
a people who enjoy civic violence. And 
in truth the historical record has been 
good. The most recent truly sanguin- 
ary national revolt occurred in 1891, 
when Chile chose a gentle paternalism 
over what may have been a premature 
Liberal individualism. The last time 
students pushed themselves into really 
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Santiaguentos sunbathe 17 floors above city around Hotel Carrera’s roof top pool .. . or at lovely windswept Vifia del Mar, resort on the Pacific 


Pomp and ceremony . . . a first love with Santiaguenos 

















hot water, some 60 of them—reputedly 
Nazis—were killed by the carabineros, 
the national police force. But that hap- 
pened back in 1938, and is still a sub- 
ject for shame across the political 
board. For well over a generation now 
the capital has seen constitutional gov- 
ernments come and go peaceably from 
La Moneda, the old mint which is the 
seat of the executive. 
CONSERVATIVE GROWTH. The 
santiagueno has adjusted himself to the 
rapid growth of his city in recent times 
(a 50 percent increase in the past 15 
years); but his is no flamboyant tropi- 
calismo, as he refers to his neighbors 
in the mushrooming metropolises to 
the north. If he is a man of comfort- 
able means, he builds himself a Tudor 
mansion, or an imitation French man- 
or house, and only occasionally some- 
thing in conservative “modern.” If he 
cannot aspire to such heights, he has 
a so-called Ley Pereira house or apart- 
ment—three bedrooms maximum, one 
and a half baths, and servants’ quar- 
ters. He takes advantage of credit pro- 


visions for this type of housing, which 
make available some of the funds from 
Chile’s numerous social security agen- 
cies. Again, these more modest dwell- 
ings are likely to be of Tudor or French 
style, since their resale values are high. 

If he contracted to build immediate- 
ly before the inflation began its almost 
100 percent-a-year rise, then his house 
is almost a gift. To contract a loan 
with the cost-of-living index at, say 
763.4 as of 1952 (on a 1940 base of 
100) and to repay it at the 2,887.1 
mark of 1955, is a good debtor busi- 
ness. Since there is little likelihood 
under the best of conditions that the 
rate of inflation can possibly be brought 
down to as low as five percent annual- 
ly in the near future, thirty-year Ley 
Pereira loans look good indeed; even 
if the product is a rash of brown beams 
and fluted columns. Extend this line 
of reasoning through the economic 
gamut, and the reason that inflation 
has so seriously cut into Chile’s de- 
sire to save and capitalize becomes 
quite clear. 


Symbol of faith: 72-foot statue of the Virgin overlooks city 








































































EDUCATED PALATES.But inflation 
or no inflation, the santiagueno has not 
forgotten how to dine. The gran vino 
may not be quite so uniformly good as 
before, and prohibition against slaugh- 
tering young animals may make veal 
a black market delicacy, but the san- 
tiagueno still knows the difference be- 
tween eating and dining. Crayfish, 
abalones, sea eel, sea bass and sea ur- 
chins, seductive crabs and succulent 
shrimp are all attractive in themselves 
or as amended by a New Orleans hand. 
New Yorkers, whether they know it 
or not, are already familiar with the 
magnificent Chilean onions, garlic, 
plums and grapes. For the careful 
shopper, the six month’s fruit season 
can be rewarding in freshness of taste 
and variety which only a Mediterranean 
climate and irrigation controls can 
produce. 

There are many good resfaurants 
in Santiago with prices on a par with 
similar establishments in New Orleans 
or San Francisco. Unhappily the just- 
ly famed Chez Henri of a decade ago 
has lost its appeal for the careful eat- 
er and the equally renowned La Ba- 
hia has become shabby. But tradition- 
ally careful attention and cookery can 
still be found in the barrios as well as 
the center of town—from the easily 
available dining rooms of the Hotel 
Carrera to El Parrén and its specialty 
of charcoal broiled steaks, and La Chi- 
aranda with its Italian-Chilean cuisine. 

Although Santiago is the unmistak- 
able cultural center of Chilean life, it 
does not stand alone in its urban glory. 
Nor is it, in government and service 
capacity, a parasite living off the 
countryside, as was true of almost all 
Latin American cities a few years ago. 
Well over half Chile’s population lives 
in towns and cities of varying character 
and functions. The national fortune 
no longer is centered comfortably on 
agriculture, salted with a world nitrate 
monopoly and peppered with copper. 
Industry has expanded to include a 
network of hydroelectric plants, oil 
production and refining, steel, tire and 
parts manufacture, radio assembly, 
copper and brass fabrication, and so 
on down the list to ping pong balls. In 
fields more traditional of the Chilean 
economy, excellent cotton and woolen 
goods are milled, good cement and 
quite poor beer are produced in 
amounts sufficient to satisfy local de- 
mand. 

But prices are high. The small ef- 
fective internal market signifies high 
unit costs, and sky-high tariff bar- 
riers remove any hint at internation- 
al competition. Internally, a capital 
shortage—an unwillingness to save and 
invest—and government paternalism en- 
courage monopolies ranging from the 
licensed privilege of the corner butch- 
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er to the sheltered paper and cardboard 
manufacturer. Economic nationalism 
has meant prices for locally manu- 
factured products sometimes are two 
or three times those in the United 
States. Small protected markets have 
led to low turnover, short lines of 
goods and little variety. The result has 
been diminished style sensitivity and 
little incentive toward change and bet- 
terment. 

As a city, Santiago has paid heavily 
for national industrialization. Natural 
population increase and a-continuing 
influx of workers from the countryside 
to industries in the capital have stretch- 
ed the housing situation to the break- 
ing point. By this time, news that the 
country has fallen behind some half 
million housing units has become tra- 
ditional. The housing deficit is reported 
increasing at the alarming rate of 20,- 
000 units a year. The problem is 
further complicated by shifting income 
distribution. 

BIRTH OF A SLUM. During the last 
15-year period real income has in- 
creased 2.6 percent per capita each 
year—on its face a fairly good record. 
But wage earners have barely held their 
own in real income, while salaried 
workers have notably bettered their 
position. The result has been an ever- 
widening social chasm between wage 
earners and salaried workers, distinctly 
visible in the heightened ability of sal- 
aried persornel to compete for housing. 
So at the very time that average per 
capita income was on the rise, Santiago 
spawned the ugliest rash of shanty- 
towns in its history. 

These poblaciones callampas—iit- 
erally, “mushroom settlements’—are 
scattered like smallpox blight about the 
city, growing isolated in vacant lots or 
flourishing about the base of hills. They 


are inhabited not only by new arrivals 
to the urban milieu, but also by work- 
ing families pushed out of their former 
homes by pressure of lower-level sal- 
aried employees. Even schoolteachers 
are sometime found living in callam- 
pas. There is no immediate solution in 
sight. Government economists estimate 
that to keep up with the 20,000 new 
homeless families every year, and to 
continue the hydroelectric development 


program, alone would consume half 
the total national capitalization. 

Even this grim picture is not with- 
out relief. The Chilean roto—the tat- 
tered peasant of the city, famed in 
poem and story—is no faceless man. 
His tart wit and ability to wiggle in 
and out of trouble, form a part of 
Chilean folklore. In this incarnation he 
is spoken of with affection and pride 
by his economic betters. E] Mercurio, 


The Andes, 12,000 feet above Santiago, offer a rugged playground 
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Santiago’s prestige-worthy major daily, 
even runs a comic strip devoted to the 
antics of one Perejil (“Parsley”), quin- 
tessence of the roto’s effervescent 
spirit. 

This depressed urban group can 
sometimes be a source of social trouble. 
But as is usual in Latin America, the 
floating population does not coalesce 
and attack all by itself. The immediate 
stimulus is almost invariably provided 
by a rent in institutionalized bodies. 
In the case of recent riots in Santiago, 
the Federation of University Students 
of Chile (FECH) began demonstra- 
tions against increased bus fares. This 
brought official police action, and led 
to the inadvertent death of a young 
woman delegate to FECH from the 
University of Chile’s nursing school. 
From there on, things took their natural 
course: more and more social elements 
joined in against more and more police, 
which led to sacking and looting, the 
declaration of a state of seige, and 
intervention by the armed forces. 

SPARE THE CLICHES. The national 
pride of the santiaguefo is deeply 
wounded by such occurrences. After 
all, his city prides itself on its “civic 
culture,” and its democratic way of re- 
solving problems. The visitor must 
learn to deal with this strong local 
pride. Among members of the national 








family criticism of the prevailing state 
of affairs often is harsh, but ranks 
close firmly and coldly against outside 
attack. The sophisticated santiagueno, 
when asking a foreigner’s opinion of 
his country, does not want to hear 
praise of its fine food (said to be the 
best in South America) or of the 
climate (not unlike the Mediterranean) 
or the wine (often termed the only 
drinkable wine on the continent) or of 
the women (voluptuous and lively). 
These by now are clichés. What he 
wants to hear said is: that times are 
hard . . . but that matters will arrange 
themselves. And above all, he wants to 
be assured that his city excels its Latin 
American neighbors in culture and 
“civilization.” 

This nationalism does not extend to 
any seriously-held desires to expropri- 
ate foreign companies, nor to prejudice 
against foreign enterprises operating at 
any level of the Chilean industrial and 
mining complex. On the contrary, the 
santiagueno attaches much prestige to 
working with foreigners—whether 
American, French, British or German. 
After all, the city’s population is culled 
from a wide range of Western and 
Central European countries. Not only 
are there such famous names as O’Hig- 
gins, Maclver and O’Ryan, but also 
Boinic, Keller, Persson and Katz. An 


astounding number of persons are bi- 
lingual, fruit of an ethnic mixture and 
of a private school system where many 
institutions begin in the first grade to 
give instruction in a language other 
than Spanish. There are French, Bri- 
tish, American and German schools in 
Santiago. Rare indeed is the offspring 
of the well-to-do family who cannot 
speak at least some English. 

Thus Santiago has not only the face 
of a European city; it has some of its 
soul as well. But tucked away on the 
far side of the continent, isolated by 
mountain, sea, desert and fjord, insular 
Chile is slowly working out its parti- 
cular variant of what it is to be “Amer- 
ican.” It is no longer an underde- 
veloped country in the bare and un- 
gracious economic definition, but 
rather an intermediately developed one. 
Chile—and thus Santiago—searches 
for the means to hoist itself onto that 
plateau of productivity necessary to 
satisfy basic needs and aspirations— 
where individual capabilities may be- 
gin to assert themselves with a mini- 
mum of economic inhibition . . . where 
an economically necessary increase in 
bus fares will not again lead to blood- 
shed. The basic human and material 
elements are there. 















of credit was to expire May 24. 






Read This Testimonial by Mr. Fox: 
“At 4:30 p.m. on May 21, we received a call 


from Roney, Inc. of Dallas regarding a shipment of 
oil field equipment valves on which the letter 


“We instructed them to rush the shipment by truck. 


Case History Number Two 


THE PORT OF HOUSTON 
COMES THROUGH 
IN A “PINCH” 










































The valves were delivered at the pier at 2 p.m. 
May 22, all documents prepared, and ONBOARD 
lading, dated May 22, returned to the shipper 
the same day. 

































“The valves sailed at 5 p.m. May 22 aboard 

SS Lucille Bloomfield, operated by Bloomfield Steam- 
ship Company, under agency of States Marine 
Corporation, and bound for Rotterdam. The valves 
were consigned to N. V. American Ports Service, 
Breda, Netherlands. 

“We appreciated the ‘well done’ letter we received 


from W. E. Horton of Roney, Inc., : 
105 Cole Street, Dallas.” 














I. M. (TICK) FOX, 
president of Dixie 
Forwarding Company, 

with offices in the 
Fidelity Bank Building, 
Houston, Texas, testifies 
how the PORT OF 
HOUSTON comes 
through in a pinch. 


President I. M. (Tick) Fox of the Dixie Forwarding Company is 
well qualified to testify on the operation of the Port of Houston. 
Mr. Fox organized Dixie Forwarding in February, 1952, 

but he has been in the freight forwarding business at Gulf ports 
since 1915, working in New Orleans, Galveston, 

Corpus Christi and Lake Charles. 


“When you get in a tight, everyone works together at the 

Port of Houston to get that cargo aboard ship,” Mr. Fox said. 
Dixie Forwarding is a member of the National Freight 
Forwarders’ Association and of the Houston Cotton Exchange. 
Among the items in which Dixie Forwarding specializes are: 

Green salted hides, paraffin wax, rice, flour, 

resin, rubber, oil field machinery. 
THE PORT OF HOUSTON SALUTES ALL THE HUSTLING FREIGHT 
FORWARDING COMPANIES THAT ARE HELPING TO KEEP THE 
PORT OF HOUSTON AMONG THE COUNTRY’S GREAT PORTS. 


HOUSTON PORT BUREAU OFFICES 

Address Shipping Problems to Office Nearest You: 

Houston Kansas City 

Nicholas Patton Charles A. Barrows 

704 Cotton Exchange Bldg. Board of Trade Bldg. 

Dallas New York 

John R. Weiler John A. Lala 

313 Cotton Exchange Bldg. 2440 Sheraton-Whitehall Bldg. 


Always Ship Via the 


PORT OF HOUSTON 


HOUSTON 1, TEXAS 


1519 Capitol (at Crawford) P. O. Box 2562 






















CAN PANAMA AND THE UNITED STATES SOLVE THEIR DIFFERENCES? 


Past history and present policies combine 
to spell out an encouraging answer 


For years people in the United 
States have taken for granted one of 
the country’s greatest Overseas assets: 
the Panama Canal. From Washing- 
ton’s top officialdom to Joe Smiths 
in Boston, Omaha or Seattle, the cas- 
ual attitude has long been—we dug 
the canal, we run it, it’s ours and 
that’s that. 

Thus it came as a shocker to many 
when, in the wake of the Suez up- 
heaval, disturbingly unharmonious 
noises were heard from the .‘Ameri- 
can canal.” Loud and bitter talk 
buzzed about such themes as “dis- 
crimination,” “exploitation” and “un- 
kept promises.” Even the subject of 
nationalization and internationalization 
cropped up. 

Were these idle yappings barked tp 
by a few rabble rousers trying to set 
off some international fireworks? 

Not in the least. In most instances, 
these strongly worded and emotionally 
spoken phrases came from some of 
the most prominent and _ respected 
figures in Panama, the tiny republic 
through which the famous canal cuts 
its way. Their grievances, basically 
as old as the republic itself, were 
aimed at the United States. 

Differences between the United 
States and Panama have existed ever 
since the two countries signed an 
agreement 54 years ago setting down 
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terms for the construction and op- 
eration of an inter-oceanic canal across 
the Isthmus of Panama. But in the 
past year these differences seem to 
have grown more acute . . . or some- 
one is advertising them more loudly. 

The first protest, loud enough to 
be heard not only in the United States 
but around the world, resulted when 
Panama was not invited to the Lon- 
don Conference on Suez last August. 
Panamanians, from then President 
Ricardo Arias on down, roared in- 
dignantly, They were outraged be- 
cause they considered it Panama’s 
business to be represented at the con- 
ference. Obviously the outcome of 
any international conference dealing 
with an important waterway com- 
parable in many respects to the Pana- 
ma Canal would be of vital interest 
to Panama. What’s more, argued the 
Panamanians, they were also interested 
in the conference as a nation which 
has registered under its flag the world’s 
ninth largest maritime fleet. 

Despite the complaints, Panama 
did not go to the conference. To 
make matters worse, Secretary of State 
John Foster Dulles stabbed at the 
very core of Panamanian national 
sensitivity by publicly stating that 1) 
the United States would look out for 
the interests of Panama at the con- 
ference, and 2) no dispute existed 


concerning sovereignty of the Panama 
Canal Zone since “the United States 
has all the rights which it would 
possess if it were the sovereign.” With 
that, the United States’ popularity 
rating dropped to a new low in Pana- 
ma; sporadic anti-U.S. demonstrations 
broke out, and Panama City news- 
papers portrayed Dulles as an evil- 
faced “oligarch” in political cartoons. 

WARPED ECONOMY. As an in- 
dependent nation with its normal 
share of nationalistic pride, Panama 
has long nursed a smoldering resent- 
ment at the deep shadow of influen- 
ce cast by the United States over its 
affairs due to the presence of the 
strategic canal on its territory. Pre- 
quently—and irrationally—Panama- 
nians blame the canal for the defor- 
mity of their economy. Because the 
canal brought employment, trade and 
tourists and an assured annuity from 
the United States, Panama’s economy 
has developed tragically lopsided. A 
full third of the country’s 900,000 
residents are clustered around the 
canal, principally at the two terminal 
cities, Panama and Colon, deriving 
their livelihoods directly or indirectly 
from some aspect of the canal’s op- 
eration. As a result industrial growth 
is stunted and agricultural production 
is just now reaching the point where 
it can supply some of the country’s 








staple needs. Similarly, other areas of 
Panama’s life (politics, international 
relations, culture) have felt the pres- 
sure of the United States. A passive 
resistence to this pressure simmers 
constantly in Panama, boils over into 
outcrys of protest when the United 
States overtly acknowledges its in- 
fluence by suggesting that it “can look 
out for the interests” of Panama. 

WHO’S SOVEREIGN? But nothing 
generates more heated or acrid de- 
bate than the question of sovereignty 
over the 50-mile-long, 10-mile-wide 
strip of real estate called the Canal 
Zone. According to the Hay-Bunau- 
Varilla treaty of 1903, Panama 
granted the United States “in perpe- 
tuity the use, occupation and control 
of a zone . . .-for the construction, 
maintenance, operation, sanitation and 
protection .. .” of a canal. Further- 
more, it granted the United States 
“all the rights, power and authority 
[which it] would possess and exercise 
if it were the sovereign . . . to the 
entire exclusion of the exercise by the 
Republic of Panama of any such 
sovereign rights, power or authority.” 
Notwithstanding such straightforward 
language, Panama insists that this 
matter of sovereignty is a question of 
interpretation. When Dulles made his 
statement last fall, Panama’s Foreign 
Minister, Alberto Boyd, promptly 
challenged him. Said the Panamanian 
Official:“There is no doubt that the 
treaty of 1903 does not grant the 
United States sovereignty over the 
Canal Zone.” He and others in his 
camp concede that the United States 
may have jurisdictional sovereignty 
over the Zone, but Panama still re- 
tains “titular sovereignty.” 

Others who share this view were 
among a host of scholars and out- 
standing jurists from throughout the 
Americas who gathered at the Uni- 
versity of Panama last March for a 
seminar on the legal status of the 
Zone and its canal. An argument sup- 
porting Panama’s position was spear- 
headed by Octavio Fabrega, noted 
Panamanian jurist and former foreign 
minister. His point: under a proper 
system of international law agree- 
ments in perpetuity should be con- 
sidered invalid because they are in- 
consistent with the sovereignty of the 
nation in which the canal lies. 

In the face of such a legalistic bar- 
rage, the United States chose to keep 
mum—at least publicly—rather than 
engage in a controversy which could 
lead to an unpleasant showdown. By 
and large, however, the United States 
has shown a reasonable and flexible 
attitude in managing its relations with 
the Republic of Panama. Since its very 
signing, Panamanians have considered 
the 1903 treaty unfair, onerous and 
often, even invalid. These feelings are 
colored by a number of practical and 


historical factors, not the least of 
which hark back to Panama’s evolve- 
ment into an independent nation. 

REVOLT, TAILOR-MADE. Around 
the turn of the century the United 
States began looking about seriously 
for the magical short cut between its 
two seaboards. During the Spanish- 
American War, the dramatic dash of 
the battleship Oregon around Cape 
Horn to reach the Caribbean scene of 
action vividly demonstrated the need 
for a quicker route. A French com- 
pany, under Ferdinand de Lesseps of 
Suez fame, had been struggling in vain 
for two decades to build a canal 
across the treacherous, malaria-in- 
fested Isthmus of Panama. At first 
Congress favored a route across Ni- 
caragua. But two persuasive fellows, 
with clever ways in cloakroom ma- 
nipulating, managed to change Con- 
gress’ mind and get a recommenda- 
tion for the Panama route. The two 
were William Nelson Cromwell, New 
York lawyer who was counsel for the 
French company, and Philippe Bunau- 
Varilla, a French adventurer who had 
been an engineer with the French 
company. 

At the time all this went on, Pana- 
ma was legally and territorially a 
part of the Republic of Colombia, its 
neighbor to the east. Thus to reach 
an agreement for the United States to 
dig a canal through Panama, negotia- 
tions were begun with the Colombian 


government. The talks dragged on 
endlessly. When a pact was finally 
formulated it failed to be ratified by 
the Colombian Senate. In the United 
States, President Teddy Roosevelt was 
indignant and with his usual out- 
spokenness described the Colombians 
as “contemptible little creatures” who 
were just olt to get more money from 
the United States. 

GENEROUS TERMS. Panamanian 
reaction also condemned Colombia’s 
attitude. Talk of secession flourished 
and as revolt took fire, Teddy Roose- 
velt saw to it that United States war- 
ships were in Panamanian waters to 
prevent the landing of Colombian 
troops. On November 4, 1903 Panama 
declared itself independent and in a 
record two days the United States 
recognized the new nation. Within a 
fortnight Secretary of State John Hay 
had the canal construction treaty 
signed, sealed and delivered to a satis- 
fied President Roosevelt. 

In many ways it was a treaty more 
favorable to the United States than 
the one which had been offered Co- 
lombia. In addition to the “in per- 
petuity” clauses, it empowered the 
United States to appropriate any other 
lands or waters in the republic it 
deemed necessary to protect the canal; 
to guarantee Panama’s independence 
and intervene whenever necessary to 
maintain public order, and to exercise 
complete control over the sanitation 


Gateway from the Pacific to a 50-mile-long short cut 
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and policing of the cities of Panama 
and Colon. In return for which Pana- 
ma received payment of $10 million 
and an annuity of $250,000 to begin 
nine years after the ratification of the 
treaty. 

The signature which appeared on 
this document for the new Republic 
of Panama belonged to none other 
than the clever French lobbyist, Phi- 
lippe Bunau-Varilla. He had signed 
the treaty a few hours before the ar- 
rival of an official delegation from 
the governing junta of Panama. To 
this day no villain is more generously 
despised in Panama than Bunau-Varil- 
la. From time to time he is burned in 
effigy and students at the national 
university hold a day of mourning on 
November 18, anniversary of the 
Hay-Bunau-Varilla treaty. 


two coasts had been shortened by 
some 7800 miles, 

DIPLOMATIC REPAIRS. In suc- 
ceeding years, with the canal a reality, 
the United States turned to patching 
up some of the diplomatic damage 
it had done in making it possible. 
Colombia was offered $25 million in 
“conscience” money in 1921 by a re- 
pentent United States. It was a first 
step in rebuilding the United States- 
Colombo relations shattered by Teddy 
Roosevelt’s “big stick.” 

Gradually Panama also came in for 
its share of redress for the hasty agree- 
ments effected in the turbulent days 
of 03. The more humiliating aspects 
of the original treaty have been mod- 
ified, principally in revisions of 1936 
Philippe Bunau-Varilla and 1955. The former agreement, 
rita Remembered in Effigy | Much to the relief of Panamanians, 

Legal technicalities taken care of, abolished the onus of having the 
the United States bought out the floun- United States “guarantee” its ns io 
pa. igre soap lg ee dence, a clause which placed the lit- ' 
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Sr ar es a anced tle country almost in a protectorate ro 
ments) and settled down to the busi- 
ness of digging its own “big ditch.” 
It took 10 years, $380 million and the 
inspiration and sweat of thousands of 
men. When the giant locks were 
flooded in 1914 for passage of the 
first vessel, the world looked on in 
awe at this staggering engineering 
feat . . . and shippers from Seattle 
to New York rejoiced to know that 
marine distances between America’s 
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status. The United States also relin- 
quished its rights to police Colon and 
Panama City, to intervene in internal 
affairs, and to appropriate lands and 
waters at will. Instead of unilateral in- 
tervention, the United States agreed 
to consultation and joint action with 


Panama in the case of threat to the 
canal. Furthermore, the new treaty 1n- 


creased the annuity to $430,000. 

In contrast with the 1936 revisions, 
mostly of a political nature, the 
“Treaty of Mutual Understanding and 
Cooperation” of two years ago deals 
mainly with economic matters. Pan- 
ama got another boost in its annuity, 
to $1,930,000 and the return to its 
jurisdiction, in due time, of certain 
lands previously acquired for canal 
purposes. The United States also a- 
greed to put into effect measures de- 
signed to permit Panama to share 
more in the business of supplying 
the Canal Zone market. But several of 
the treaty’s provisions, which are sub- 
ject to Congressional ratification, have 


Balboa, quiet community in the Canal Zone where Uncle Sam runs everything 





stirred up a hornet’s nest of disagree- 
ment between the two countries. One 
of these provisions relates to the es- 
tablishment of a single basic wage 
scale for all Canal Zone employees, 
regardless of nationality; another seeks 
authorization, and appropriation, from 
Congress for the construction of a 
bridge over the canal at Balboa, 
MONEY WORRIES. For years Pan- 
amanians have smarted under a Canal 
Zone employment system with a dou- 
ble pay scale—one for United States 
citizens and another for aliens, includ- 
ing Panamanians. Stateside rates, ap- 
plicable to some 3500 U.S.-citizen em- 
ployees of the Zone, pay twice as 
much, and sometimes more, than the 
alien rate. Panamanians have long 
denounced this as grossly discrimina- 
tory, particularly when it applies to 
individuals doing the same work. 
A Panama City newspaper recently 
carried a black page-deep headline 
which screamed—‘$30 Million a Year 
the Canal Zone Fails to Pay Us.” The 





paper’s contention was that wage dif- 
ferences between the U.S. and alien 
scales accounted for this substantial 
discrepancy. The United States, on 
the other hand, has pointed out that 
the lower rate in the Zone is still 
higher than the average rate in Pan- 
ama for comparable work. Nonethe- 
less, Panama pressed its complaint 
with determination, got a promise in 
the 1955 treaty that legislation would 
be sought to make “the basic wage 
for any given grade level . . . the same 
for any employee eligible for appoint- 
ment to the position without regard 
to whether he is a citizen of the United 
States or of Panama.” 

This, unhappily, has not brought the 
expected smiles to everyone’s face. A 
matter of interpretation has arisen 
again. Panamanians, particularly those 
directly affected by the provision, had 
been led to believe that there was to 
be a blanket raise across the board 
to the U.S. wage level. Such a notion 
has been categorically denied by U.S. 
Officials in Washington and in the 
Zone. According to their definition, 
wage scale modifications would affect 
only certain positions, principally 
those in a higher pay grade. Conse- 
quently, those in the lower grades— 
laborers, craftsmen and others who 
constitute the bulk of alien employees 
in the Zone—could expect only a 
minor raise if any at all. 

This muddle has been further con- 
fused by the United States Senate, 
which to date has failed to enact ‘the 
wage scale provisions of the treaty. 
Neither has it legislated on the trans- 
fer to Panama of some $25 million 
worth of real estate now held by the 
Canal Zone; nor has it appropriated 
the money, or even part of it, for con- 
struction of the Balboa bridge. When 
President Eisenhower was in Panama 
last year for the Presidents’ Meeting, 
he signed the Senate-approved bill 
authorizing construction of the bridge. 
Today Panamanians are calling this a 
hollow act, since nothing can be done 
—not even preliminary studies—until 
Congress appropriates necessary funds. 
It is these delays, two-and-a-half years 
after the treaty signing, that lend sub- 
stance to loud cries of “broken prom- 
ises” in Panama, 


































































What will be the outcome of all 
the haggling and bickering? 

Despite the flaming oratory and 
smoke, the odds overwhelmingly favor 
an amicable—and equitable—solution 
in due course. Without doubt it is in 
the best interest of the United States 
to keep the canal operating efficiently 
through territory untainted by hostility. 
In this atomic age, when a single 
bomb could knock out of commission 
for years. the complex mechanism of 
the canal, its strategic value has been 
seriously questioned. That the U.S. 
Government may have changed its 
evaluation of the canal as an indis- 
pensable link in the nation’s security 
scheme is suggested by two important 
factors, First, the United States today 
maintains fleets on both oceans large 
enough to handle any foreseeable 
threat; secondly, the U.S. Navy has 
gone ahead building vessels recogniz- 
ably too large to navigate the canal. 

STILL GOING STRONG. But even 
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if the canal has lost some of its mili- 
tary value, by no means does it imply 
that the great waterway is obsolescent. 
The service it provides in peacetime 
as a gigantic funnel for the commerce 
of the world and in particular for in- 
ter-American trade, is growing an- 
nually. W. E. Potter, Governor of the 
Canal Zone, wrote recently in the 
Christian Science Monitor: “. . . the 
canal is far from obsolete. In the past 
four years its traffic has been the high- 
est in history, averaging 8500 ‘ocean- 
going’ transits annually with a daily 
average of about 24 ships.” Last year 
a record 46,300,000 tons of cargo 
moved through the canal. Evaluating 
the canal’s usefulness and prospects, 
Governor Potter said: 

“Without this waterway . . . the mar- 
kets and materials of the east coast of 
South America would not be economi- 
cally available to the west coast of the 
United States. And those of the west 
coast of South America likewise would 


not be economically available to our 
eastern industrial complex. It may 
not be generally realized, but our trade 
with Latin America exceeds that of 
any other trade area, with 30 percent 
of our imports coming from our 
friends south of the border. It is im- 
possible to estimate how many hun- 
dreds of factories would be closed 
and how many hundreds of thousands 
of workers would become unemployed 
if some of the essential materials we 
depend on from Latin America were 
to be cut off from us.” 

The same consequences could be 
predicted for the countries of Latin 
America whose mines, fields and for- 
ests supply U.S. industry with tons of 
raw materials. With the astounding 
rate of development in Latin Amer- 
ica, both as consumer and as pro- 
ducer, there is every certainty that 
the canal’s vital role in this brisk trade 
will be stepped up even more in com- 
ing years. 








Added to these economic realities 
are the intangible but powerful forces 
of world public opinion which no 
doubt influence official U.S. thinking 
in its dealings with Panama. In to- 
day’s ideological struggle for men’s 
minds, the peoples of all nations 
anxiously watch how the big powers 
treat the little ones. Particularly in 
Latin America, United States-Panama 
relations have been the barometer by 
which to measure and judge the “Co- 
lossus of the North.” Unlike 1903, 
the United States today cannot afford 
to be cast in the role of big bully. 

These factors, linked to the United 
States’ proven willingness to correct 
previous inequities in its arrangement 
with Panama—as demonstated by 
treaty revisions to date—are reassuring 
indications that the United States will 
fulfill its commitments, enact certain 
provisions (it took three years to ob- 
tain Congressional ratification on the 
1936 treaty.) 

In Panama itself, no one takes ser- 
iously the talk of nationalization or 
internationalization spouted by a few 


extremists. Sober-minded Panama- 
nians recognize the improbability of a 
small country like theirs, with limited 
resources, being able to manage and 
operate the Panama Canal, a waterway 
much more complex, technically, than 
Suez. Added to the high cost of opera- 
tion and maintenance, Panama would 
be saddled with the responsibility of 
defending it, a task which would hard- 
ly be feasible with its small police 
force. On the economic side, Panama 
actually would receive less income 
from the canal if it were operating it 
(at present transit rates) than the re- 
public now gets from its annuity alone. 
Even more remote is the possibility of 
internationalization. Commented one 
Panamanian wryly: We have enough 
on our hands dealing with one foreign 
power; let’s not get involved with 
several more.” 

Aside from traditional advantages 
derived from the presence of the ca- 
nal, Panama is discovering new ways 
the “big ditch” can help its economy. 
A free trade zone established in Colon 
a few years ago is flourisning, partly 


as a result of heavy commercial traf- 
fic attracted to the isthmus by the 
canal. The Canal Zone agreement to 
purchase more of its supplies from 
Panama will encourage Panama’s nas- 
cent industrial establishment and par- 
ticularly its agriculture, which in the 
past few years has shown signs of 
attaining worthwhile proportions. This, 
plus the promise of oil discoveries in 
the western part of the country: and 
a sound, able government under its 
present president, Ernesto de la Guar- 
dia Jr., places Panama truly on the 
verge of a promising era in its history. 

For the first time there is the real 
possibility that Panama may gradually 
free its economy from direct depen- 
dence on the canal. Such an accom- 
plishment more than likely would 
transform Panama’s personality, 
would rid the country of its preoc- 
cupation with the open scar across its 
middle. Men of vision see this today 
in Panama. They are not willing to 
gamble it away. 
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Elisa Alicia Lynch surveyed the clut- 
tered avenue from the balcony of her 
sumptuous quarters in the heart of 
Asuncion. The mid-afternoon sun was 
caught and reflected in a thousand 
facets, from her bejeweled fingers to 
her emerald studded ears. After wait- 
ing five months for this day, her pa- 
tience was growing thin. In anticipa- 
tion, her pale, fleshy fingers tapped out 
Chopin’s Impromptu lightly on the 
balustrade. At last, beyond a flimsy 
rank of bare-headed soldiers and two 
wagons loaded with granite blocks, she 
saw still another cart . . . in it three 
men in full dress stood officiously 
guarding her most prized possession 
.. . a French grand piano, just arrived 
from her Paris apartment. The heavy 
dark-green cloth cover which protected 
it from the guarded stares of passers- 
by only fed the fires of their curiosity. 

By nightfall, the secret would be a 
secret no longer. . . . Indeed, by then 
all in the city who had tongues would 
be speaking caustically of this latest 
extravagance. 

Was it not enough, the outraged 
women citizenry would exclaim in 
speaking of Francisco Solano Lépez 
and his European mistress, that hun- 
dreds of noble Paraguayan families had 
been imprisoned, tortured, even mur- 
dered, under orders from Lépez so 
that he might add to her treasury land 
titles totaling hundreds of thousands 
of hectares of the finest lands in the 
country .. . not enough that every able 
man in Paraguay was defending the 
frontiers in a greedy, hopeless war with 
Argentina, Brazil and Uruguay to sat- 
isfy the ruthless ambitions of this las- 
civious pair . . . that women must do 


the work of men, see their children 
starve, live in fear of arrest and con- 
fiscation of the few goods left to them 
in the world. Now the ship that could 
have brought grain to their empty 
stomachs brought instead music to her 
soirées, 


At the same moment that Madame 
Lynch comtemplated her cherished 
piano, some 17 miles from Asuncién 
on another balcony stood Francisco 
Solano Lépez. 

The thick, grotesque outline of his 
body was emphasized in a full scarlet 
poncho fringed in gold. Here was a 
man despised by his own people... 
feared too, but nonetheless abhorred. 
And now, as always in public gather- 
ings, he felt their hate and thought to 
quell his own mounting anxiety for his 
safety in an act which would cause 
them to think twice before attempting 
to resist him. 

His eyes studied the row of miser- 
able soldiers in the courtyard below— 
the youngest among them was a boy of 
10 years, the oldest nearing 80. They 
looked little like soldiers; among the 
35 there could hardly have been more 
than a dozen full uniforms. Some were 
praying, some nearly hysterical . . . all 
were preparing to die. The captain of 
the firing squad waited impatiently for 
the random signal from Lépez. At last 
it came. One of the prisoners tried to 
run and fell screaming on the dusty 
floor of the patio. Lépez turned aside 
so that his lieutenant could light his 
cigar. 

In truth, those who witnessed the 
execution at the Villa Miranda that 
afternoon well heeded the overt threat 
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of Lépez. But they knew from past ex- 
perience that no matter what they did, 
or did not do, such sacrifices from 
among the people would continue. 

Only last year when this madman’s 
headquarters were established at San 
Fernando, hundreds of his own men 
had been shot for minor offenses to 
fill in the empty hours between or- 
ganized tortures and massacres of 
“conspirators” and “traitors.” He had 
made it quite clear to all that their lives 
were in his hands. One indiscreet com- 
ment, one suspicious act, one innocent 
laugh, the threat said . . . dare if you 
will! 

This despicable, depraved man de- 
stroyed helter-skelter as he rode 
through the country . . . his own coun- 
try. When he saw townspeople or even 
his own soldiers gathered in ragged, 
harmless groups at the roadside, he 
featured they talked of plans to kill 
him, to overthrow the government. He 
trusted no one. Everywhere they con- 
spired—or so he believed—these un- 
grateful traitors for whose protection 
he was fighting. 

His obsession had begun to grow 
years before when he was only 19, act- 
ing for his father Carlos Antonio as 
Minister of War. He had as a youth 
been well groomed and prepared to as- 
sume his father’s role as dictator of 
Paraguay. Early in his career-his ideas 
for himself and the country were for- 
mulated. He returned from a European 
diplomatic mission full of Napoleonic 
doctrine and dreams of empire. Also 
in Europe, under the careful tutelage 
of Elisa Lynch, estranged wife of a 
French army surgeon, he came to know 
well the vie parisienne—and soon de- 




































































































veloped a keen taste for Continental 
finery . . . a taste he attempted to 
satiate with everything money could 
buy, from hand-crafted silver spurs 
to a crown Napoleonic in pattern. 

While his father suffered a lingering 
death, Francisco plowed his way to 
power destroying anyone who showed 
the slightest protest to his legacy. After 
the death of the old man, Carlos An- 
tonio, and with the mighty arm of the 
military supporting him, Francisco se- 
cured himself in the dictatorship, never 
slakening his strangle-hold on the cabi- 
net or on the populace. With this giant 
step toward his goal realized, he lost 
no time in sending for Elisa. 

But Solano Lépez was in trouble 
before he started. A series of situa- 
tions and events touched off a powder 
keg which involved four nations in the 
incredibly fruitless and costly War of 
the Triple Alliance. 

On May 1, 1865, Argentina, Brazil 
and Uruguay formed this union against 
Lépez. The situation facing little Para- 
guay seemed appalling. But there were 
factors which discounted to some ex- 
tent the insuperable odds. Paraguay 
was well fortified along her river 
boundaries .. . to the south and west 
on the Parana and to the northwest 
on the Paraguay. The attack of the Al- 
lies then had to come up the Rio Para- 
guay into the jaws of strongly fortified 
positions since there were no railways 
or highways into Paraguay. Vast dis- 
tances separated the Allied army and 
its supplies from the combat zone. 
Long-time enemies Brazil and Argen- 
tina found it increasingly difficult to 
work together without fricton. And 
finally the Aliies made perhaps a near- 
fatal error in underestimating their 
adversary, Lépez and his ragged but 
spirited army of 80,000. 

Incapable, inept strategists and tac- 
ticians offensively, the military leaders 
on both sides dragged out for six dread- 
ful years a war which might have 
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An audacious moment of courage . . . a calculated risk 


against overwhelming odds . . . a well turned phrase to 


inspire the struggle for freedom. These are the great 


moments of history. Here is the tale of such a moment 


ended in a year or less. In the end the 
victors were depleted tragically in num- 
ber, and Paraguay nearly annihilated, 
its total population reduced some 60 
percent. Flotilla met flotilla; battalions 
engaged endlessly in consistently in- 
decisive encounters. It was not, how- 
ever, until April 1866 that Allied 
forces set foot on Paraguay soil and 
ultimately recovered Corrientes, which 
Solano Lopez had taken the year be- 
fore, 

Lopez fought with perverse tenacity 
. . . his men always ridiculously out- 
numbered and seemingly indifferent 
to death. He abandoned position after 
position to take refuge finally within 
the quadrilateral defenses of the Hum- 
aita system which had been established 
50 years before on the Rio Paraguay 
by his father. 

With him always was Elisa Lynch 
and their several children, his priest, a 
cortege of domestic servants and a 
select group of honored prisoners, 
which included his two brothers and 
their families, numerous English and 
American specialists, engineers, phy- 
sicians and military men. Perhaps no 
army in history ever retreated in such 
a grand manner. Wagon loads of such 
precious commodities as salt and wine 
were carried along under armed guard, 
and in the fore of the outlandish pro- 
cession, Elisa Lynch’s grand piano. 

If Elisa had been appalled by the 
barbarian aspects of Asuncién upon 
her arrival there in 1862, she certainly 
was not a little displeased by the turn 
of events in the years that followed. 
During all that time she remained a 
central figure in the life of the various 
army encampments. A woman of great 
charm and social brillance, she man- 
aged to maintain an aura of elegance 
in the most dire surroundings. In most 
cases, however, Solano Lépez pro- 
vided amply for her comfort and that 
of their children. Shutting herself off 
from the war and all the grim, miser- 


able goings-on in the camps, she re- 
mained at all times in her salon and 
the rooms provided for her and the 
children. 

Several hours every evening were 
devoted to the enjoyment of a meal 
served in banquet style. She delighted 
in entertaining and guests were not 
lacking . . . the military prison boasted 
some of the noblest blood on the con- 
tinent, and not a few English and Am- 
erican dignitaries. It seemed not to 
disturb her at all that the women re- 
fused to honor her invitations. Perhaps 
she had grown accustomed to their dis- 
dain since she had never been accepted 
socially—even in Asuncién, As time 
went on, and camp after camp was left 
to be sacked by Brazilian and Argen- 
tine troops, her table and her wardrobe 
became less and less stylish. 

At the last, when only a few days 
separated the fleeing entourage of 
Lépez from pursuing Brazilian troops, 
chests of valuables were buried along 
the road, and burdensome cannons 
were allowed to slip into the Rio Para- 
guay. 

And then even Elisa Lynch’s trea- 
sured grand piano fell by the wayside. 
This sophisticated instrument, symbol 
of all the gentility and graciousness of 
another world, came to rest in a tiny, 
disease-ridden village of northern Para- 
guay. The wretched natives regarded 
their heaven-sent prize with such awe 
and pride that their town not long 
after acquired a new name: Piano. 
With the fall of the piano went the last 
pretense of success of a now mad 
Lépez and his absurd retinue. Death 
soon came to the demented strongman, 
supposedly at the hands of a Brazilian 
officer. As for Elisa . . . there was a 
timely escape back to the Continent, 
and the consolation of hundreds of 
thousands of dollars in gold and jewels 
in banks of England, France and 
Switzerland—thoughtfully tucked 
away for just such a rainy day. 
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Steel... 

On ws 
Chemicals... 
Energy... 


While much attention in the United 
States is focused on Europe and Asia, 
one of the world’s biggest development 
booms is quietly going on in the coun- 
tries to the south of us. What a great 
many United States citizens might find 
amazing is that Latin America’s prog- 
ress is taking place without benefit of 
large handouts from Washington. 
Since World War II, the United States 
has granted to other parts of the world 
about $41.5 billion in economic aid. 
Latin America meanwhile has _ re- 
ceived little over one-half billion. 

What is this country’s stake in the 
Latin American development boom? 

These countries, of course, would 
like to borrow more investment capi- 
tal from the United States govern- 
ment than they have been able to 
get in the past. But with few excep- 
tions, they welcome foreign private 
capital in their development. United 
States private capital invested in La- 
tin America today stands at an all- 
time high of just over $7 billion. In- 
creasing at the rate of $400 million 
a year, it accounts for about 10 per- 
cent of total Latin American produc- 
tion. 

The United States further partici- 
pates in Latin America’s development 
boom with a whopping $7 billion a 
year in trade, representing a 500 per- 
cent increase in the past 20 years. 
This about matches United States 
trade with Europe and is nearly twice 
that with Asia. It is further expected 
to double by 1970. In these ways, 
and others, the United States does 
have an important stake in Latin 
America’s development, 

In four short years Latin America’s 
industrial might has expanded some 
20 percent, stands today at an an- 
nual output of goods and products 
worth nearly $50 billion. Economic 
crystal gazers predict that this figure 
will be doubled by 1970. They base 
their rosy forecasts on such hard-core 





N LATIN AMERICA 


... All race ahead today. 
What do experts predict 
for tomorrow? 


statistics as these: 

—lIndustry’s appetite for iron and 
steel grows by 10 percent each year. 

—RMines today yield 62 percent 
more of their treasures than they did 
a decade ago. 

—Every man, woman and child is 
demanding a third more electric po- 
wer on the average than they did in 
the mid-Thirties. 

—Even petroleum, despite stiffling 
nationalistic programs in several coun- 
tries, is bubbling out in quantities 
six percent higher each year. 

One palpable result of all these fi- 
gures is that from Mexico to Argen- 
tina hundreds of thousands of José 
Rodriguezes and their families are 
expecting and getting 50 percent more 
material goods than they’ve ever had. 
And the inevitable projection is that 
this pace of development will con- 
tinue, even accelerate, so that Latin 
America can be expected to progress 
economically much faster than Asia, 
Africa or other underdeveloped re- 
gions. Even today, several of the La- 
tin American nations have attained a 
faster rate of development than the 
United States. 

PUSH BASIC INDUSTRY. This rate 
of development takes on even greater 
significance in view of the area’s 
rapid population growth. Between 
1930 and 1950 Latin America’s pop- 
ulation increased 76 percent—twice 
the world average growth rate. Statis- 
tical pie-cutters slice off for Latin 
America a chunk of population equal 
to twice that of the United States 
and Canada combined by the turn 
of the century. 

Latin America still is predominan- 
tly agricultural. More than half of the 
people work the land. But a great 
swing toward industrialization is un- 
der way in most countries, Industriali- 
zation in Latin America, like the so- 
called industrial age in the United 
States around the beginning of the 


century, has brought about a great in- 
flux of people from rural areas into 
the cities. 

Food processing and textiles still are 
the biggest manufacturing industries 
in Latin America. But it is heavy in- 
dustry that is taking the largest strides 
and around which great national pride 
centers. In this field, and especially in 
steel, efforts are being concentrated to 
industrialize at any cost. Other basic 
industries developing rapidly are pe- 
troleum and chemicals, and of course, 
energy. Another field of major en- 
deavor is the development of raw 
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material resources, 

But it is steel that gives a country a 
sense of industrial might, as no other 
industry can. And steel packs the 
biggest impact on overall economic 
growth of a country because it spurs 
industrial development in a number 
of ways. Whether it is justified at any 
cost is a matter for careful considera- 
tion. 

Recent increase in domestic pro- 
duction of steel in Latin America is 
impressive. Eight integrated steel mills 
have gone up since 1939. Steel making 
capacity soared to 3,360,000 tons in 
1956, nearly six times that of 1939. 
Programs announced or under way 
will increase capacity to over six mil- 
lion tons by 1960. 

Output and use of steel is one of the 
most significant indications of indust- 
rialization and economic progress. 
Latin Americans are using 10 percent 
more steel each year, now consume 
6.6 million tons a year. This is three 
times prewar consumption but still 
is low compared to per capita use in 
the United States. Latin Americans in 
1955 used 83 pounds of steel per 
person, compared with 1000 pounds 
in the United States. Even so, the 
use of steel has increased much faster 
than has population. But to maintain 
Latin America’s rapid rate of growth, 
consumption must double, or even 
triple in the next 10 years. 

PSYCHOLOGY OF STEEL. In the 


late 1930’s Latin America imported 
about 90 percent of its steel. Imports 
today still supply well over half of 
the area’s steel consumption, account 
for about a fifth of all world steel 
exports and represent a drain of about 
$700 million a year on Latin Ameri- 
ca’s foreign exchange. However, ex- 
perts forecast production to rise fast- 
er than demand, foresee imports de- 
clining by as much as one-half million 
tons by 1960. 

Arguments often used in favor of 
local steel production are: to effect a 
saving in foreign exchange; to make 
steel more readily available and thus 
to encourage growth of steel-consum- 
ing industries; and to help advance 
the level of technology by promoting 
the development of metal-working in- 
dustries. 

In spite of the fact that steel is a 
relatively costly product to ship in 
international trade (it costs about $25 
to ship a ton of carbon steel from 
New York to Rio de Janeiro), creation 
of an integrated steel industry poses 
a number of problems for a fast de- 
veloping nation: 

— Heavy capital investment is re- 
quired, and this investment per dollar 
of cutput is quite high. (The invest- 
ment-output ratio for general manu- 
facturing is less than one third that 
of the steel industry.) 

— Large mills are required for ef- 
ficient production. (Costs per ton of 
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finished steel in a 100,000-ton capacity 
mill are double that for a million-ton 
mill.) 

— In steel manufacturing there are 
thousands of products, ranging from 
steel plate to steel wire. Only if a 
large market exists for each product 
will the manufacture of this product 
b2 economical. 

— Finally, when fuel, raw materials 
and equipment have to be imported, 
the saving in foreign exchange by, the 
local manufacture of steel drops al- 
most 50 percent. 

Latin Americans so far have in- 
vested a total of $1.5 billion in steel 
industries. Projects under way call for 
another $1.5 billion by 1960-61. Sev- 
eral nations have incurred sizable 
external debts to finance steel. In 
most cases steel poses a considerable 
drain on investment resources in those 
countries going into it. It is not quite 
clear whether such investments are 
justified solely from an economic 
point of view. Most producers still 
are protected by high tariff walls and 
prices of locally produced steel to 
domestic consumers remain high. Pro- 
duction has not yet attained a volume 
that permits taking advantage of the 
economies of large-scale production. 
Yet steel mills continue to rate top 
priority among Latin American in- 
vestment projects. 

Explanations for this preference 
sometimes carry a psychological twist. 

Steel is looked on as a symbol of 
industrialization and affects the mo- 
rale of a country’s economy. How- 
ever, there are also more practical 
reasons. Local production, even if 
more expensive, increases tonnage of 
steel available for domestic use and 
boosts industrial development by spur- 
ring on allied manufacturing industries. 
It spreads steel technology over a 
wide area of the economy and helps 
develop metal-working industries. 
Moreover, local production well may 
Save enough foreign exchange to pay 
for import of steel-producing equip- 
ment and for other machinery needed 
to support industrial growth in gen- 
eral. 

RICH IN IRON ORE. The wealthier 
Latin American countries are the 
biggest consumers of steel. They are 
Argentina, Brazil, Mexico, Ven- 
ezuela, Chile, Colombia, Cuba, Peru 
and Uruguay. Argentina, the largest 
consumer, is least qualified to produce 
locally, because both fuel and raw 
materials are lacking. Yet the country 
has finishing mills rated at more than 
a million tons capacity. To keep the 
mills running, Argentina imports 80 
percent of its ingot supply. Govern- 
ment and private interests are building 
an integrated steel mill at San Nicolas 
with an annual capacity of 588,000 
ingot-tons. But coal and oil have to 
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be imported to fuel the mills. 

The largest Latin American steel 
/ producer is Brazil. Output tops 1.25 
million tons a year, up 10 times the 
prewar level, and is expected to reach 
2.25 million tons by 1960. Brazil, 
fortunately has vast iron ore resources 
but has to import coking coal. Chile’s 
steel output covers local demand and 
leaves a 20 percent export surplus. 
Imports, as in most other Latin Ameri- 
can steel producing countries, are 
limited to special products. 

Colombia meets half its steel re- 
quirements out of local production. 
The same is true of Mexico, even 
though it is the second largest steel 
| producer in Latin America. From a 
1955 output of 510,000 tons, Mexico 
plans to boost production to 1.9 mil- 
lion tons by 1960, which may free the 
country of steel imports. Peru is to 
begin steel production this year and 
is expected to meet half its needs 
locally. Peru at present is a net ex- 
porter of both iron ore and coal. 

Construction of a $173 million plant 





Cerro Bolivar in Venezuela—a mountain of iron ore for blossoming industries 











near Puerto Ordaz, Venezuela began 
in 1956. Output is supposed to reach 
300,000 tons in 1958, and another 
121,000 tons are to be added in 1959. 
This will cover about two thirds of 
that country’s steel consumption, the 
largest per capita consumption in 
Latin America. 

Latin America is rich in iron ore, 
with about 20 percent of the world’s 
known reserves. Iron content of these 
ores is generally high. Unfortunately, 
known deposits of coking coal are 
small and of relatively poor quality. 
General economic development in the 
long run may reach a point where the 
economies of large-scale production 
can be achieved in steel manufactur- 
ing. But it will be many years before 
the size of the markets will permit 
economical production of a full range 
of steel products, and imports of 
special steels will continue for a long 
time. 

ENERGY: KEY TO FUTURE. Key 
to continued Latin American develop- 
ment at the present rapid rate may 











lie in production of energy. It is of 
utmost importance to Latin Ameri- 
cans that they develop energy re- 
sources since energy is basic to fur- 
ther economic development. Only with 
abundant energy can they increase 
output per man-hour and lower unit 
costs. Each Latin American burns up 
1.6 percent more electricity every 
year, and has increased energy con- 
sumption at this rate since 1937. In- 
dustrial consumption is rising at an 
even faster pace, about four percent 
a year. Still Latin Americans use only 
one twelfth the energy consumed in 
the United States, on a per capita 
basis. 

Power experts expect energy de- 
mands to double in the next 10 years. 
Since there is little coal in Latin 
America (coal provides only eight 
percent of the area’s power) energy 
needs will have to be met through 
hydro-electric’ development and 
through the use of petroleum and 
natural gas to produce electricity. The 
hydro-electric potential has hardly 
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been touched. It is estimated at eight- 
and-one-half times present hydro ca- 
pacity. Hydro-power has the advan- 
tage of no fuel cost, but requires 
heavy capital investment. It has the 
disadvantage of low investment-out- 
put ratio, and few hydro-electric sites 
are conveniently located to consumer 
areas. A tripling of electricity gen- 
erating in the past 15 years has been 
largely based on use of oil. But many 
countries which are the heaviest en- 
ergy consumers also are petroleum 
importers. These nations soon may 
benefit by atomic power. Three 
countries recently contracted with 
American & Foreign Power Company 
for construction of atomic power 
plants. However, atomic power at pre- 
sent involves substantially higher in- 
vestment per unit output and is at 
most only a long-range answer to the 
problem. The main problem is how to 
meet growing energy needs at lowest 
cost and how to do it now. 

To meet these needs, an estimated 
annual investment of about $1 billion 


NDUSTRIAL PICTURE 


Need per year: $1 billion 





Second largest foreign 
investment attraction 
Large investments needed 


62% of total needs 


Many countries heavy 
importers abroad in some countries 


63% of total output 


50% of all exports, 
Double by 1957 






U.S.-L.A. trade at $7 billion per year 





will be necessary. Half of this will 
have to go for equipment imports, 
will take a considerable amount of 
scarce foreign exchange. Cost per 
kilowatt-hour of electric energy output 
in Latin America is about three cents, 
as compared with 1.8 cents in the 
United States. Nevertheless, govern- 
ments are keeping utility rates un- 
realistically low to make cheap elec- 
tricity available for national industries. 
The result has been to discourage 
private investment, both domestic and 
foreign. As a result, much of the in- 
vestment burden (about 35 percent 
of new capacity between 1946-1953) 
is borne by local governments. But 
nearly every Latin American country 
has under way or is planning large- 
scale power projects, mostly hydro- 
electric. 

In an area that is short of power, 
and where there is not much coal, 
petroleum assumes added significance 
in the industrial economy. In Latin 
America oil can provide most of the 
fuel needed for general economic de- 
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velopment. Most of the 20 republics 
are thought to have substantial oil re- 
serves, but much of the area is yet 
unexplored and many known reserves 
remain largely untapped. Still, Latin 
American oil development has shown 
a spectacular rate of growth during 
the past two decades. 

WELL-OILED ECONOMY. Latin 
America supplied about 20 percent 
of the world’s oil, produced over one 
billion barrels in 1956. Production has 
tripled since World War II. Use of oil 
likewise has tripled since prewar days, 
but remains only one tenth that of 
the United States, on a per capita 
basis. In 1954 Latin Americans con- 
sumed about a third of the oil they 
produced. 

Unfortunately, though oil reserves 
are wide-spread, production is un- 
evenly distributed. Venezuela is the 
only big producer (960 million barrels 
in 1956), and most other important 
countries spend heavily on oil imports. 
This particularly is true of Brazil and 
Argentina. Yet it is these countries 
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which stubbornly refuse to admit 
foreign capital to exploit reserves. Re- 
cent years have seen a number of 
smaller Latin American countries pass 
legislation encouraging foreign par- 
ticipation in oil development. 

Most of these countries need a great 
inflow of foreign capital to develop 
reservessand this is attained only by 
creating favorable investment climate. 
In such a manner did Venezuela 
achieve its present capacity, as the 
world’s second largest producer, Of 
foreign investment in Latin America 
totaling $600 million in 1955, half 
went into petroleum, and Venezuela 
took the lion’s share of this, 

A drive is on in Latin American 
countries not self-sufficient in crude 
oil output, to cut the drain on foreign 
exchange by building refineries to 
meet domestic needs for refined pro- 
ducts. Refining of imported crude 
may represent savings of about one 
third. In spite of the heavy capital 
outlay to build refineries, the saving 
effected in exchange will pay back 
construction costs in four or five years. 
An example of this kind of thinking 
is Brazil, which boosted refining ca- 
pacity from 10 percent of domestic 
consumption in 1950, to 50 percent 
in 1955, plans to become self-sufficient 
in this respect by 1960. 

Brazil’s domestic crude production 
meets only two percent of demand. 
Argentina, in spite of a 25 percent 
expansion of crude output since 1950, 
still imports half her oil needs. Cuba 
and Chile are net importers of pe- 
troleum but both have _ recently 
changed their laws in respect to 
foreign participation, added impetus 
to oil development. Mexico and Co- 
lombia export oil surpluses, and Bo- 
livia expects soon to become a net 
exporter. Major oil exploration pro- 
grams are under way in Bolivia, Co- 
lombia, Peru, Cuba and _ several 
Central American countries. 

BEST PROSPECT. Chemicals con- 
stitute one of Latin America’s fastest- 
growing industries, and one of that 
area’s best future investment pros- 
pects. As general industrial production 
has doubled in Latin America since 
the prewar level, chemicals and allied 
products have tripled in consumption. 
Local chemical production has. made 
impressive gains since World War II, 
especially in the field of heavy indust- 
rial chemicals. Still, chemicals remain 
the area’s Jargest single import group 
(average $500 million a year). Im- 
ports still supply about two thirds of 
Latin America’s chemicals and chemi- 
cal products. One-third of United 
States chemical exports now go to 
Latin America. 

There has been a doubling of soda 
ash production in recent years and a 
two thirds increase in caustic soda 
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output. Still alkalies are in short 
supply. This is unfortunate, since 
more fertilizers are needed to build 
lagging farm production. The real 
farm potential becomes apparent when 
it is seen that nitrogen fertilizer ap- 
plied to the average cultivated acre 
in Latin America is only 15 percent 
of that used in the United States. 
Sulfuric acid, on the other hand meets 
virtually all local needs. A big part 
of all drugs, dyes, synthetic fibers, 
cellulose, and consumer chemicals now 
are produced locally. 

Next to petroleum, the chemical 
industry is the largest foreign invest- 
ment field in Latin America. In 1951 
more than a fourth of United States 
foreign investment in Latin American 
manufacturing went into chemical 
production. The industry’s unprece- 
dented rate of growth will no doubt 
continue, along with the general pro- 
cess of industrialization, since chemi- 
cals are basic to any industrial de- 
velopment program. The biggest and 
fastest expansion in the near future 
can be expected in the petro-chemical 
industry. This will greatly add to the 
urgently needed supply of fertilizers. 
It means that future chemical develop- 
ment will probably be greatest in 
petroleum producing countries such 
as Venezuela and Mexico. From the 
coking ovens of iron works in Mexi- 
co, Brazil and Colombia will come a 
big part of coal tar products for local 
consumption. 

BEST EXCHANGE EARNER. With 
industrial production of the Free 
World running 81 percent above the 
1937 level, raw material consumption 
has risen in proportion. In 1950 free 
world demand for industrial raw ma- 






































Power for progress: A steam generating plant in Puerto Rico 





terials amounted to $46 billion, and 
is expected to soar to $80 billion by 
1975-80. International trade in these 
materials may increase from $27 
billion to $50 billion in the same 
period. The importance of this to 
Latin America is seen in the fact that 
raw materials make up about half of 
that area’s exports. By increasing raw 
materials production and export, Latin 
America may best obtain the foreign 
exchange income needed to support 
its industrial development, and to 
boost living standards. 

Most Latin American republics are 
endowed with a variety of basic ma- 
teria] resources. Raw materials ex- 
ports in many countries could easily 
be diversified to minimize trade fluctu- 
ations and dependence on a single ex- 
port commodity. It would be sound 
economic thinking on the part of these 
countries to attract as much foreign 
capital as possible into development 
of these resources. 

Underdeveloped areas in 1950 pro- 
duced only one third of the world’s 
raw materials. The balance came from 
the industrial nations themselves. 
While consumption of raw materials in 
industrial nations is on the increase, 
low-cost domestic reserves are gradual- 
ly being depleted. In this is seen a 
notable opportunity for underde- 
veloped nations to increase exports in 
the future. 

Advanced industrial countries con- 
sume more than 90 percent of world 
industrial raw materials. Meanwhile, 
industrial consumption in Latin A- 
merica, though on the upswing, is 
still low enough that the area is able 
to export much of its production of 
raw materials. 













Latin American raw materials ex- 
ports in 1953 amounted to $3.6 bil- 
lion. It may easily be doubled by 
1975. 

Besides being rich in mineral re- 
sources, Latin America can produce 
many important agricultural raw ma- 
terials now in demand. These include 
oils, wool, cotton, abaca, henequen, 
sisal, forest products and many others. 
There exists a big potential for further 
development of petroleum, copper, 
manganese and iron ore. Lead and 
zinc production already shows a 
healthy growth trend. 

It is important to note that Latin 
American countries have been paying 
for sharply increased volumes of im- 
ports with a more or less fixed volume 
of exports. This has been possible be- 
cause of improved terms of trade. 
But it indicates that to sustain long- 
term trade, Latin America will be 
forced to increase exports. Raw ma- 
terials development provides the natu- 
ral opportunity, since markets for 
Latin American manufactures abroad 
are limited. 

BALANCED DEVELOPMENT. Ex- 
pansion of raw materials develop- 
ment by no means suggests that it 
take the place of industrial develop- 
ment, On the contrary, increased raw 
materials output and export would 
tend to complement and boost the in- 
dustrial drive. It would help pay for 
needed machinery and equipment im- 
ports and provide exchange to ser- 
vice foreign development loans. It 
would help pay for rising consumer 
imports to meet the demands of higher 
living standards. 

The major deterrent to raw ma- 
terials development is lack of capital. 





A swelling flow of “black gold” in Cuba 
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Economists believe the most important 
step Latin American governments can 
take is to encourage a climate favor- 
able to free enterprise and foreign 
investment. Results of such an atti- 
tude are evident in Chile’s copper in- 
dustry and in the petroleum industries 
of Venezuela, Peru and Cuba. 

While rapid economic progress re- 
quires a workable balance of ex- 
pansion between industry, mining and 
agriculture, as well as a balance be- 
tween production for home _ con- 
sumption and production for export, 
many underdeveloped countries do 
not favor raw materials production. 
In the past they have often dis- 
couraged expansion of these indust- 
ries. Fortunately, now there appears 
to be a healthy trend in the other 
direction. Since the late 1930’s, raw 
materials prices have risen faster than 
those of finished goods. It looks as 
though price relationships will remain 
favorable for most raw materials dur- 
ing the foreseeable future. An oft- 
used argument against raw materials 
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production is alleged instability of 
prices and demand on the world mar- 
ket. In the past, countries with one- 
commodity export patterns have suf- 
fered more than industrial countries 
from such fluctuations. More and 
more Latin American countries are 
finding the answer to this problem in 
terms of diversification. 

In the past two decades, develop- 
ment has made great strides in Latin 
America. In most instances it has gone 
ahead at the same time on all fronts. 
In spite of the emphasis on industriali- 
zation, agriculture in most countries 
has kept pace with run-away pop- 
ulation growth. Latin American 
countries must continue to strive for 
balanced development. They must try 
to move ahead simultaneously in in- 
dustry, in agriculture, in resource 
development—in each to about the 
same degree; and if this can be done, 
Latin America’s economic develop- 
ment may continue for a long time 
to be the most rapid in the world. 


A tank farm of Venezuelan oil 
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IN COLOMBIA 





Faced with serious dollar shortages, this country 
turns to increased local production of a staple crop 


Colombia is dusting off its cotton 
plantations and aiming for self-suf- 
fiency in this staple crop in the near 
future. Growers will reap a 50-mil- 
lion-pound crop this year, once the 
August harvests are completed. This 
represents a 10 percent increase in 
production in the past few years. In 
spite of its vast untapped agricultural 
acreages, Colombia still has to import 
about a third of its cotton require- 
ments. 

The United States Department of 
Agriculture reported recently that 
Colombia had been authorized to 
purchase around 11,000 bales of sur- 
plus U. S. cotton at a cost of some 
$1,800,000, payable in its own cur- 
rency. 

Meantime, with strict curtailment 
of all government spending, there is 
evidence that credit policies will re- 
sult in expansion of all domestic pro- 
duction with emphasis on agricultural 
commodities. Colombia’s textile indus- 
tries will, as a result, depend increas- 
ingly on local cotton producers to 
meet demands. 

The National Institute of Cotton 
Promotion only recently reported that 
there were 9,000 growers registered 
on its rolls, most of them in the midst 
of the current harvest. At the previous 
“official” rate of exchange, the cotton 
crop would be worth about $23 mil- 
lion. Now that the peso is on the free 
market, growers will collect the equiv- 
alent of only about $10 million. 

Colombia needs about 72 million 
pounds of cotton annually for its tex- 
tile needs. In addition to purchases 
from the United States, it has also 
been buying in Peru and occasionally 
from Egypt. Now, with improved cul- 
tivation methods, and given better 
weather conditions in areas where 
cotton is grown, plus more price in- 
centive, the Institute expects that Co- 
lombia can in a short time become 
self-sufficient in this commodity. 

Bulk of local cotton is consumed by 
16 major textile mills in Medellin, 
ot Barranquilla and Cali. Smaller mills 
New strains of cotton, new methods of cultivation increase yield. a Bogota, Manizales, Girardet and 

i other cities also are being supplied 
from local cotton plantations. 
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Of 9000 growers registered with the 
Institute, few have extensive holdings, 
the maximum being around 1000 
acres. At least 7000 of the growers 
have farms of 100 acres or less and 
in many instances, the farms are fam- 
ily enterprises of which growers also 
are the land owners. Only 10 percent 
are tenant farmers. 

A recent modern addition in cotton 
cultivation has been an increasing use 
of flying “crop dusters” to spray 
young crops periodically as protection 
against boll weevil and other destruct- 
ive insects. Aerial fumigation of valu- 
able crops was started only a few 
years ago and several companies are 
now operating in Colombia. 

Pilots rank in the class of “stunt 
fliers” and have performed some ex- 
citing aerial maneuvers in assignments 
over a terrain that slopes from sea 
level to heights of around 8000 feet 
in the mountainous interior. 

Much of Colombia’s cotton is baled 
for shipment to manufacturing centers 
and is carried on Magdalena River 
sternwheelers. Some of it is trucked 
over highways and a share of it moves 
to market over existing railroad links. 
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IN REVIEW 


Investment In Central 
America 


U. S. Department of Commerce 
U. S. Government Printing Office, 
Washington, D. C., 1957 

273 pages, $1.50 


Investment In Colombia 


U. S. Department of Commerce 
U. S. Government Printing Office, 
Washington, D. C. 1953 

126 pages, $ .55 


Both Investment in Colombia and 
Investment in Central America are 
publications in a series of handbooks 
containing basic information for 
United States businessmen. These 
handbooks are designed to bring to- 
gether in convenient form basic econo- 
mic and commercial information par- 
ticularly useful to investors and foreign 
traders. 





Crop dusting is a recent innovation for Colombian cotton growers. 





The Colombian study is presented 
in two parts. Part I provides brief 
background information on the coun- 
try and a statement of the relationship 
between government and private en- 
terprise. Also the place and possibili- 
ties for private foreign investments 
are explored. Part II deals in detail 
with the most important aspects of 
the economy, discussing the principal 
economic regions and important cities, 
as well as business law, labor law and 
organization, taxation, and transporta- 
tion. Maps, statistics and bibliographi- 
cal data are plentifully provided and 
make Investment in Colombia a fairly 
exhaustive and informative study of 
the Colombian economy. 

The Colombian government has 
made conspicuous efforts to provide 
an atmosphere favorable to the ex- 
pansion of foreign investment in the 
country. As a result investors from 
the United States and elsewhere have 
displayed a growing interest in the po- 
tentialities of Colombia and foreign 
investments have doubled since 1946. 
Manufacturing and petroleum have 
received the largest increase of foreign 
capital. 

Investment in Colombia is probably 
the best and most concise up-to-date 
source of information available to the 
prospective U.S. investor. 

Investment in Central America is 


similar in structure to the Colombian 
inquiry. It covers the republics ‘of 
Costa Rica, El Salvador, Guatemala, 
Honduras and Nicaragua and brings 
together in convenient form basic 
economic and commercial informa- 
tion. 

The study is divided into six parts. 
The first part covers overall invest- 
ment problems in Central America. 
Each of the remaining parts is de- 
dicated to one of the five republics 
included in the study. Of particular 
importance and interest are the chap- 
ters on national economic policies and 
on the progress and prospects of Cen- 
tral American economic integration. 
The movement toward economic co- 
operation and integration among the 
five countries should substantially in- 
crease the attractiveness of the area 
to potential investors. 

It is also interesting to note that 
although the world’s highest rate of 
population increase is found in Cen- 
tral America, in comparison with 
some of the larger Latin American 
countries of the tropical zone, Cen- 
tral American economic development 
has lagged. 

Since there exist abundant untapped 
agricultural resources and almost un- 
limited investment opportunities in 
manufacturing, the governments have 
adopted active economic develop- 
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ment policies, ranging from the in- 
tensification of transportation and 
electric power programs to the es- 
tablishment of special development 
banks and institutions. Also all five 
countries welcome foreign capital and, 
except for Guatemala’s recent experi- 
ence, have been free of excessive na- 
tionalism. 

Each of the Central American re- 
publics has developed its own institu- 
tions and policies, and for each the 
Stage and pace of development vary. 
Consequently, the businessman who 
may think of the entire region as a 
promising one for investment should 
study carefully the comparative char- 
acteristics of each country before 
making his choice. The Department 
of Commerce study will help him in 
this task. 

Both the Central American and the 
Colombian handbooks contain invalu- 
able sources of information, which 
though often readily available to the 
United States government, might only 
be obtained by private individuals 
after incurring considerable expenses. 

Because of their low price and in- 
tensive coverage, the two studies un- 
der review are of outstanding value to 
both businessmen and Latin American 
economists in general. 

—Pedro C. M. Teichert 
Assistant Professor of Economics 
Michigan State University 


Taste of Glory 


By Carleton Beals 
Crown Publishers, Inc. 
New York, 1956. 
311 pages, $3.50. 


Carleton Beals has made a number 
of substantial and valuable contribu- 
tions to the understanding of Latin 
America and its history. His latest ef- 
fort, although in the form of an his- 
torical novel, provides considetable in- 
sight into the life and times of Bernar- 
do O’Higgins, the liberator of Chile. 

Outshone in the independence strug- 
gle by such luminaries as Bolivar and 
San Martin, O’Higgins, nevertheless, 
played a- unique and meaningful role 
in that struggle and during the early 
years of independence. To the creole 
and mestizo masses and to the Arau- 
canian Indians, both he and his name 
symbolized the movement for Chilean 
independence and for reform. 

Born the illegitimate son of a creole 
mother and the Irish-born Ambrosio 
O’Higgins, Bernardo O'Higgins suc- 
ceeded where others failed partly be- 
cause he maintained a high degree of 
integrity and partly because, as Beals 
is careful to detail, his strong-willed 
mother served as an active and some- 
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times dominant ally in his varied under- 
takings. But O’Higgins’ popularity 
ebbed as quickly as it had flowed. His 
five-year rule as “supreme dictator” 
came to a stormy end when the con- 
servative classes and the clergy came 
to deplore his numerous liberal in- 
novations and when his former mili- 
tary associates complained that he had 
not gone far enough in ridding the 
new nation of the last vestiges of 
Spanish control. 

Author Beals suggests that in the 
end “the taste of glory . . . poisoned 
him,” and that this led to his down- 
fall. There may be some truth in this, 
but the point is certainly open to de- 
bate in view of the tremendous forces 
which were arrayed against O’Higgins 
at every turn, giving him but a fleeting 
opportunity to enjoy the “taste of 
glory.” 

Although Beals adheres to historical 
accuracy in tracing O’Higgins’ life, it 
can be regretted that he chose to deal 
so extensively with the liberator’s 
father who emerges as an almost more 
interesting figure than his son. More 
than a third of the book is taken up 
with detailed descriptions of Ambrosio 
O’Higgins’ life as governor of Chile and 
then Viceroy of Peru in the twilight 
years of Spain’s colonial empire. The 
author gives only Occasional glimpses 
of the father’s feeble attempts to have 
his young son educated and at the same 
time keep knowledge of.the boy’s ex- 
istence from the ears of enemies who 
might use it to thwart the ambitious 
Irishman. This section of the novel 
does give a little insight into the un- 
happy childhood experiences which 
Bernardo O’Higgins suffered, but the 
emphasis on his father seems over- 
done. 

In summation Taste of Glory is an 
interesting and readable account of the 
O’Higgins name in Chile and the role 
that Bernardo O’Higgins played in the 
making of a Chilean consciousness. 
Use of the novel as a vehicle for this 
story was perhaps an_ unfortunate 
choice, however, since Taste of Glory 
is not the balanced historical treat- 
ment which should be expected from 
Mr. Beals’ pen. 

James Nelson Goodsell 
Boston, Massachusetts 


The Kingdom of This World 


By Alejo Carpentier 

Alfred A. Knopf, New York, 1957 
Translated from the Spanish 

by Harriet de Onis 

150 pages, $3. 


This big little novel is a tale of the 
Haitian revolution previously published 
in Spanish and French by a Cuban- 


born literary prize-winner now resid- 
ing in Venezuela. Most readers will 
rush through it in a sitting, swept along 
on the swift stream of its excitement. 
Many will then wonder how the author 
achieved this excitement and, going 
back to find out, will discover that 
Alejo Carpentier is a master hypnotist. 

The Kingdom of This World is not 
the first novel to use Haiti’s turbulent 
years as a background, nor, historically 
speaking, is it the best. The fragments 
of the historical picture snipped out 
by Carpentier and reassembled to suit 
his artistic purpose are authentic frag- 
ments, but so few are used that the 
reader unfamiliar with Haitian history 
may well be confused as to just what 
did happen. And if this is a novel and 
not history, the criticism may be offered 
that the character selected to carry 
it along and give it a semblance of con- 
tinuity, the slave Ti-Noél, is merely an 
observer who plays no very important 
part in the proceedings. 

It is not truly a novel, however. In 
language more poetry than prose, Car- 
pentier has put together a series of 
blindingly illuminated word photo- 
graphs that make most of the books 
mentioned above seem pale and wordy. 
He writes with hot Haitian pepper of 
events that many of his predecessors 
now seem to have described with 
watered ink, His Macandal and Bouck- 
man, Christophe and the plantation 
slaves spring off the page full of am- 
bition, pride, lust and passion—few 
writers have succeeded so well in re- 
creating the mixture of mystic fervor, 
desperation and nobility of spirit that 
enabled the slaves to achieve their free- 
dom. ‘ 

Carpentier seldom explains and never 
moralizes. His people simply act and 
talk—convincingly—against the back- 
ground he has drawn for them with 
his hypnotic words. The book is its 
own moral. One could wish that its 
author, with his understanding of the 
country and its people, would visit 
Haiti today and record his obser- 
vations. 

This reader once sat in a Haitian 
mountain hut and heard a voodoo 
houngan tell in Creole what he knew 
of his country’s history. It was a mys- 
tic narrative interestingly different from 
those of the history books, yet in its 
own way entirely valid. Senor Carpen- 
tier’s little novel comes closer to the 
houngan’s tale than the history books 
in both mood and substance, and has 
within its author’s word-magic the 
houngan’s power to hold the reader 
in a spell. 

Hugh B. Cave 
Author of “Haiti: Highroad to Adven- 
ture” and numerous articles on Haiti. 
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ARGENTINA: Controversial constitutional assembly elections held under shadow of 
Peron menace and disruptive threat of Arturo Frondizi's left-wing Radicals, show sub- 
stantial victory for moderate forces backing constitutional reform and supporting Provi- 
sional President Pedro Aramburu... Moderates assured of 119 seats out of 205; Frondizi 
element finishes deep in field; Peronista blank votes indicate ex-dictator retains substan- 
tial support but far less than he claimed. Elections followed period of stepped-up plotting 
by Peron from haven in Venezuela where he announced readiness-'"'to return to Casa Rosada 
when the people want me"... Diplomatic break between the two countries followed when Ar- 
gentina demanded the ex-dictator's expulsion from Venezuela... Pre-election security mea- 
sures by Aramburu government put trusted anti-Peronista General Arturo Ossorio Arana 


back in as head of army, saw arrest of Populist Party leader Vicente Saadi following pro- 
Peron radio address. 
































GUATEMALA'S popular anti-Communist President Carlos Castillo Armas assassinated 
by member of Palace Guard who takes own life when trapped; assassin said to have beena 
Communist, eight other members of Guard held in plot; Communist-tainted ex-President 
Jacobo Arbenz Guzman from exile in Uruguay denies assassination part of political plot; 


Vice President Arturo Gonzales to govern until elections scheduled for December; no change 
of policy seen. 











CHILE fights losing battle against inflation; drouth in south, floods in north, plummeting 
copper and nitrate prices add to dilemma; with elections upcoming next year, Congress in 
effect sacks Klein & Saks program of economic austerity, refuses to cut government spend- 
ing; armed forces continue needless waste; public meetings protest price rises; President 
Carlos Ibanez takes air to ask for discipline, alerts armed forces for trouble... Popular 
Falangist Senator Eduardo Frei Montalva launches campaign for presidency; Conservative 
Social Christian Party merges with Falange.. 




















MEXICO City, Acapulco area hit by heavy quake, several buildings toppled, more than 
50 killed, hundreds injured... Pemex brings in nation's richest oil strike in 20 years, two 
other new fields reported... Drop in copper prices plus oversupply of lead and zinc poses 
possible $400 million loss to mining industry...One of three men seems likely to get bless- 
ings of President Adolfo Ruiz Cortines as government candidate in forthcoming presidential 
race: Interior Minister Angel Bernal Carbajal, 57; Gilberto Flores Mufioz, 55, Minister of 
Agriculture; or Dr. Ignacio Morones Prieto, 57, Minister of Public Health and Welfare. 











BRAZIL: Controversy developing over government's role in economic activities; state 
oil monopoly prime target for anti-statism campaign; state control of industry hit... Cabinet 
crisis rumored as U. S. loans exhausted, dollar reserves run out; new American cars pile 
up on docks as efforts to save dollar exchange run prices up to $18,000 for Chevrolet; failure 
of nation to curb inflation causes Export-Import Bank to deny loans for power projects... 
War Minister Henrique Teixeira Lott has armed forces raid home of pistol-packing, cape- 
cloaked opposition Deputy Tenorio Calvalcanti, finds arms cache, ammunition to use against 
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congressional opposition; but stirs fears of army dominance as Kubitschek's popularity de- 
clines...Illegal Communist Party split, organization of third force rumored, rigorous 
purges expected following shakeup in Moscow, may oust Red head Luiz Carlos Prestes. 








PERU'S Sefiorita Gladys Zender (just short of 18), daughter of industrialist Eduardo 
Zender, crowned Miss Universe of 1958 in spite of her youth (runners-up: Miss Brazil, 
second, Miss Cuba, fourth), Haya de la Torre, founder of APRA Party, returns to Peru 
after eight years confinement and exile. Six mountain expeditions attack Peruvian Andes. 














COLOMBIA: Laureano Gomez, exiled former president, announces plans to return 
from Spain... Violence takes toll of 102 persons in recent weeks...U.S. oil interests look 
to vast untapped southeastern plains... Junta lifts exchange curbs, relaxes control of peso. 














VENEZUELA'S strong-man President Perez Jiminez celebrates country's Independ- 
ence Day in company of Paraguay's visiting strong-man President Alfredo Stroessner (who 
came to Venezuela with hand outstretched for loan). 








DOMINICAN REPUBLIC strong-man Trujillo in unprecedented move puts self on public 
trial before world, sets up $160,000 to hire eminent United States attorneys and public re- 
lations firm to ferret out facts of Galindez-Murphy case, but allows escape clause in case 
findings unfavorable. 











HAITI: General Kebreau, head of ruling junta, maintains elections will be held as 
soon as possible, brings end to violence, which means even more to nation than free elec- 
tions... PUERTO RICO completes Operation Bootstrap's most prosperous year, announces 
Casals festival to go on again in 1958. 











CUBA'S rebel leader Fidel Castro announces plan to ''take Santiago at the opportune 
moment"; the Oriente Province city friendly to rebels, boycotts Batista rally... Wave of 
bombings in Habana, 12 explosions in one night. 








PANAMA: Pan American Highway Congress meeting to push completion of road link- 
age; seen likely U. S. will put up two thirds of $100 million needed to complete Darien gap.. 
NICARAGUA-HONDURAS agree to take border dispute to World Court... COSTA RICA pre- 
pares for elections... HONDURAS disturbed by Red activities; ruling junta dismisses mem- 
ber, General Roque Rodriguez. 








BOLIVIA: President Siles Zuazo firms-up hand, wins important battle against Central 
Labor Organization, wrests control of party from labor opposition leader Juan Lechin, ap- 
points militant middle-class representatives to party's national leadership, effectively 
nips strike threat and gets popular support for stabilization program. 
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A section of the 
traffic department 
in the new telegraph 
station in Panama City 


FROM LONG-WAVE SPARK TO 
MIGHTY COMMUNICATIONS NETWORK 


In 1904 United Fruit Company built the first two radio stations in Latin Amer- 
ica. Originally used to coordinate tropical harvests with shipping movements to 
northern markets, this communications system rapidly became a vital public 
utility, linking Latin America with the whole world. 

Via this Tropical Radio Telegraph Company service all communications, 


* DOMINICAN 
REPUBLIC 


government, business and personal messages, now bridge vast distances in sec- TROPICAL RADIO TELEGRAPH TODAY 
onds. All TRT resources are constantly in action gathering, distributing weather Dtvnctty Sleticd wills’ U6 Ratbananbetnnes Cie 
reports on land and sea. ibbean and international telegraph and 

To handle ever-increasing volume, TRT has installed latest electronic equip- telephone companies, TRT system is in con- 


ment. New stations have been built and manned by Latin-American technicians. stant Immnadinte cnntnet ill tie soup a0 is 
world possessing matching facilities. Day 


Today a great communications network which includes radiotelephone, radio- and night, communications flow swiftly and 


telegraph and modern radio-teleprinter, helps to create better living for our efficiently, reaching the record 1956 total 
Good Neighbors. of 17,302,565 radiotelegraph words and 


¥ . 613,565 radiotelephone minutes. 
United Fruit Company 
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